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AMENDING INTERSTATE COMMERCE ACT 
(To Alleviate Freight Car Shortage) 


THURSDAY, MARCH 29, 1956 


UnIrep States SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
SUBCOMMITTEE ON FreIGHT CAR SHORTAGE, 
Washington, Bee. 

The special subcommittee met, pursuant to notice, at 10 a. m., in 
room G-—16, United States Capitol, Hon. Andrew F. Schoeppel pre- 
siding. 

Present: Senator Schoeppel and Senator Frear.' 

Senator Scnorrret. Notices of this hearing have been given. 

Let the record show that we are proceeding this morning on S. 2770. 

(S. 2770 is as follows:) 


[S. 2770, S4th Cong., 2d sess.] 


4 BILL To amend section 1 (15) of the Interstate Commerce Act, so as to aid in alleviat 
shortages of railroad freight cars during periods of emergency of threatened 
iergency, and for other purposes 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That paragraph (15) of section 1 of the 
Interstate Commerce Act, as amended (49 U.S. C., see. 1 (15)), is amended by 
striking out “(cc)” and “(dd)” and inserting in lieu thereof “(d)” and “(e)”, 
respectively, and by inserting immediately after cliuse (b) of such paragraph a 
new clause as follows: 

“(¢c) to impose on one or more carriers, when a shortage or threatened short 
age of freight cars exists, such charges (in addition to the car-hire, car-rental, 
or per diem charges, or mileage rates, then in effect) applicable to any type of 
freight car in any section of the country during such emergency, or threatened 
emergency, as in the opinion of the Commission are reasonably calculated to 
elieve such shortage or threatened shortage by promoting the expeditious move 
ment, distribution, interchange or return of freight cars, and the additional 
charges shall be paid by the carrier using such cars to the owners ;” 

Senator Scuorrret. Let the record show that Senator Magnuson 
has been detailed on other official matters. While we are waiting for 
other witnesses I desire to make a short statement with reference to 
this hearing. 

Che bill under consideration, S. 2770, was introduced at the request 
of the Interstate Commerce Commission. 

According to the Commission, section 1 (15) of the Interstate Com- 
merce Act contains the Commission’s emergency powers with respect 
to car service. It does not, however, include authority to direct the 
assessment of special charges in addition to per diem charges as a 
means of stimulating prompt action by the carriers in time of car 
shortages or threatened car shortages. 


Staff member assigned to these hearings: Frank L. Barton, transportation counsel 
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Under section 1 (14) (a) of the act. the Commission may establish 


the ce lipens ition to be paid fol the use of any locomotive, car. or 
other vehicle not owned by the carrier using it, but in Palmer v. 
/ Ntates (75 EF. Supp. 63 (1947). a three iiudlee district court 
held that the use of tly word “compensation” in section 1 (14) ) (a) pre 
clude the Commission trom establishing a per diem ig In e@x- 
ce of any put ported rensonable recompense to the owner. 

Phe Commission states that during and since World War II every 
measure reasonably calculated to extract greater utilization from the 
e> no iventory of fre oht ears has been adopted by tl ie Comission. 
one of the most important of these steps beine the establishment of 
great ly steppe d up demurrage charges against shippers and receivers 
tol Ire prompt loading’ a id unloading. 

These measures, according to the ICC, have been inadequate to cure 
thie problem arising from what is perhaps the most important segment 
of the cycle of car handling and movement; the phase when the car is 


in the hands of the earrier. As long as a car is In the hands of the car 
rier, the Commission Claims it has virtually no Way to compel prompt 
action. It further states that the lack of etlective Inealis to spur and 
stimulate railroads into greater activity in times of car shortage or 
threatened car shortage is the major weakness in the present car-sery 
ce Provisions of the act. 

The recommended amendment woul d, act ording to the Commission, 
give it the necessary power, during such emergencies, or threatened 
emergencies, to induce the railroads to make greater efforts in moving 
and handling freight cars and may even encourage them to build or 
purchase their own cars. 

In addition to commenting on the bill. witnesses are and were in- 
vited to give facts concerning the freight-car shortage generally. 

I should like to call attention to some facts concerning freight cars 
before proceeding with the hearing. 

The ownership of freight cars by the class I railroads has decreased 
steadily over the years. The all-time high in ownership was 2,347,275 
cars on January 1, 1926. On March 1, 1955. the figure was 1,729,939 
cars. On March 1, 1956, ownership had dropped to 1,696,259 cars, the 
latest figure available. 

Cars are being retire : faster than new ones are being installed. For 

the 12 months ended Febru: ry 29, 1956, 41,033 new cars were installed 

by class I railroads; 68,557 cars were retired. Comparable figures for 
the 12-month period ended February 28, 1955, show 24,424 cars ac- 
quired and 69.063 retired. 

Currently, the shortage of cars is well ahead of last year. Accord- 
ing to on latest figures. the average daily shortage for the week ended 
March 17, 1956, was 4,606 cars as compared with a shortage of 1,518 
cars ae comparable week ending March 19, 1955. 

Concerning boxears, the Association of American Railroads’ latest 
P vublished re port dated March 20, 1956, states that— 
all classes are in tight supply throughout most of the country at this time with 
demands increasing daily * * *, 

As the period of greatest shortage does not usually occur until Oc- 
tober, these reports augur ill for the freight car supply during the com- 
ing fall and winter. 
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Further, it is reported that the Shippers Advisory Board forecast 
for the second quarter of 1956, to be released March 31, contains an est! 
mate of a 4.6 percent Increase over actual carloadings in the same pe 
riod in 1955. .'This represents an estimated increase of about 500,000 
ears for the second quarter of 1956, or about 40,000 cars a week in 
crease. 

It appears that the freight car shortage may become more severe 
in 1956 than it was in 1955, hence the necessity, and we think the im 
portance, of this type of hearing that we are bee hing today. 

Ll note that we have on our agenda a list of witnesses. At the be 
ginning of the list we have provided for the Senators who desire 
to testify to appear first. 

Il | oa Senator Wayne Morse, of ( Yregon, Senator Mike Mans 
field, Montan . Senator Richard Neuberger, of Oregon, are the 


he room. 


three =o listed. I do not see any of those gentlemen in ¢ 
[ understand that Senator Manstield is detained, as are these other 
two ve} itlemen, in some preliminary hearings before the committees 
of the Senate this morning. Soin that case I think we should proceed 
because we have quite a long list. 

We will start with Mr. Owen Clarke. a member of the Interstate 
Comynerce Commission, if he is ready. 

If you will come forward and any associates that you have with 
you, at the conclusion of your testimony we will bring on the Senators 
as they come In, 


STATEMENT OF OWEN CLARKE, COMMISSIONER, INTERSTATE 
COMMERCE COMMISSION 


Mr. Cruarke. Mr. Chairman, my name is Owen Clarke and IT am 
Chairman of Division 3 of the Interstate Commerce Commission and 
the Commissioner to whom the Bureau of Safety and Service reports. 
This is the Bureau which administers the car-service provisions of 
the Interstate Commerce Act. 

While many different factors contribute to freight-car shortages, 
the two principal causes are inadequate car ownership and failure 
to efficiency utilize existing equipment. ‘The Commission is firmly 
of the view that enactment of S. 2770 will help materially in reducing 
the crippling economic impact of recurring car aca Specifi- 
cally, we believe it will encourage the acquisition of a more adequate 
car supply and promote expeditious movement and handling of freight 
cars. 

Thirty years ago class I railroads owned and controlled 2,427,026 
freight cars. That figure varies slightly from the one that you just 
quoted, Senator. Ours includes refrigerators 

Since then the ownership hs as progressively declined from year to 
year, with few exceptions, reaching the comparatively low level of 
1,774,616 cars on January 1, 1956. A statement showing owne rship, 
retirements, and new cars installed for the years 1926-55, inclusive is 
attached to this statement. 

Senator ScuHorrret. Let the record show that this tabulation will 
become a part of your statement. 

(The document referred to above is as follows:) 
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Statement of total freight-car ownership of class I railroads and railroad-owned 
and contracted refrigerator cars for years 1926-55, inclusive 


Freight-car | Freight cars| “eW freighi Freight-car | Freight cars| S°W freight 
ownership retired eects ownership retired a 
_— : installed ere installed 
Jan. I Jan. 1-—-Con | 
1926 2 427. 026 93. 534 91, 797 1942 1, 783, 539 1x, 349 63, 009 
1927 2, 425, 289 84, 333 66, 932 1953 1,828, 199 19, 298 28, 708 
1928 2, 407, 888 81, 820 19, 304 1944 1, 837, 609 27, 098 40, 392 
1929 2, 375, 372 102, 306 83, 705 1945 1, 850, 903 43, 633 38, 987 
1930 2 356. 771 72. 623 76. 959 1946 1, 846, 257 61, 001 40, 377 
1931 2, 361, 107 81,789 12, 662 1947 1, 825, 630 71, 384 63, 362 
32 2, 291, 980 71, 169 2, 96S 1948 1,817,611 81,659 102, 737 
} 2, 223, 779 111, 382 1,879 1949 1, 838, 689 90, 348 | 84, 669 
34 2 114. 326 141. 493 24 103 1950 1, 833, 010 76, 179 2, 067 
35 1. 996. 936 104, 597 8 903 1951 1, 798, 898 53, 028 87, 727 
Se 1, 901, 242 112, 981 43, 94] 1952 1, 833, 597 62, 240 67, 420 
37 1, 832, 202 89, 998 75, O58 1953 1, 838, 777 50, 128 69, 394 
1938 1,817, 262 67, 150 18, 517 1954 1, 858, 048 71, 858 30, 562 
19239 1, 768, 629 68. GRR 24, 528 55 1,816, 7452 73, 491 37, 509 
1941 1, 724, 469 61, 483 65, 545 156 1, 774, 616 a 
194 1, 728, 531 25, 494 80, 502 


Mr. Crarkr. There is at present, a widespread need for boxcar 
service. In this connection it is worth noting that ownership of this 
type of equipment has decreased from 743,728 in 1945 to 716,764 on 
January 1, 1956. Also, during the same period ownership of gondolas, 
hoppers, and covered hoppers has dropped from 868,982 to 850,588. 
This, of course, has only served to aggravate the problem. 

Senator Scuorrren. Senator Morse, we thought we would start, as 
we have a long list. Inasmuch as Mr. Clarke has just completed his 
first page 


Senator Morse. Let him finish. I will stay through the hearings 
anyw: [ appreciate i courtesy. 1 will confer with you shortly 
about the schedule, Mr. Chairman, because we have quite a few wit- 


nesses here from Oregon who have come a long way, and I am very 
much coneerned about having them heard, and I am worried about the 
schedule of the committee. 

As vou Know, we first planned this committee on the 20th and 21st 
and we didn't know when we postponed it at that time that we were 
going to have an Easter holiday starting aa What I am con- 
cerned about is that we might not be able to vet through with these 
witnesses today. I don’t know what the committee’s pleasure is as to 
tomorrow. Will there be anybody here who can make the record on 
these witnesses tomorrow ? 

Senator Scnorpre.. Off the record, 

( Discussion off the record. ) 

Senator Scnorrret. You may proceed. 

Mr. Ciarkr. Studies conducted in 1952 by the Defense Transport 
Administration indicated that 1,935,500 cars would be needed by Jan- 
uary 1, 1956, to meet the oe needs of shippers. This exceeded 
actual ear ownersnip on that date by 161,000. If the 147,320 freight 
cars on order at the ere 955 could be built and put in service imme- 
diately, there wou ld still be a shortage of 14,000 units in estimated 
ownership requirements. 

Unfortunately, at the present low production rate of less than one- 
half of shop capacity, due primar te to the inability to obtain suffi- 
cient steel, it will take at least 2 years to complete construction of all 
the « it’s tor M hich orde rs \ nou hee ‘nN } lac ‘eC dd. 
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In the meantime, if the railroads continue to retire old cars from 
service at the rate of 72,600 per year, as they did in 1954 and 1955, 
there will be little or no net gain in the total fleet in the foreseeable 
future. 

Se nator ScnorrreL. Mr. Clarke, you mentioned a shortage of steel. 
Let’s assume there would be no shortage of steel. 

Mr. Ciarke. If all of the steel was available that could be used, 
they could immediately double production. The plant facilities are 
there to turn out at least 10,000 cars a month, whereas at the present 
rate it is something under 5,000. 

Under these circumstances, plus the fact that carloadings are run 

ning 714 percent i last year and with prospects for a contimuing 
high level of traflic. it must be acknowledged that the 1956 car short 
age will be at least as serious. if not more sO, than was experie need a 
vear ago. 
' To remedy the situation action in two important directions is 
urgently needed. First, the steel industry must be persuaded that it 
is in the public interest to increase their allotment of materials to a 
sufficient level to enable the car-building shops to operate at full 
capacity. 

Secondly, an incentive should be established which will cause rail 
road management to continue ordering new freight cars at an accel- 
erated pace. 

Speaking before the National Association of Shippers Advisory 
Boards in Pittsburgh, Pa., on October 13, Mr. William T. Fariey, 
president of the Association of American Railroads, stated that to 
overcome the present deficit in freight car owne rship will require the 
installat lon of an average of 75,000 new cars in each of the next 5 years. 
We consk ler thistobea very conservi itive estim: ite. 

Car shortages occur because a few railroads consider it cheaper to 
rent cars than to own them. With the earnine value of an average 
freight car many times the current per diem charge of $2.40, the temp 
tation ’ strong among certain railroads, and especially those having 
little or no owne rship, to appropriate the equipment of other carrier 
eqrtuade own use. 

So long as a railroad can fulfill its common carrier responsibility 
with rented equipment, it has no economic incentive to provide its fair 
share of an adequate car supply. The inevitable result is that an ade 
quate supply is never acquired. We believe that the best lone range 
cure for this unsatisfa¢ tory condition is a penalty per diem cha ‘oe that 
will furnish a pecuniary spur to deficit railroads to acquire sutlicient 
cars at least to take care of their own loading obligations. 

During the Ca r shortage of 1D 7 the ( ommission ence avored to meet 
the problem by in iposing penalty per diem charges. Tlowever, a three 
judge district court in Palmer v. U.S. (75 Fed. Sup. 63), the case to 
whic h vou re fe rred in your ope hing statement, Mo. Chairm Wh. held 
that the ( ‘ommisston lac kk ed thes atutory authority to take such actior 

Specifically, the court aa ‘that section ] (14) authorizing tl 
Commission to fix reasonable compensation for the use of cars, does not 
empower it to establish, solely for general car service regulatory pur 
poses, il per diem charge in exXcess ot any pur} rted reasonable recom 
pense to the owner. Among other things, the court said: 
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The thesis, as the Commission and the Court have explained, has always been 
that while every road must furnish its share of the total car supply, each may 
do so by owning or by renting fhe burden of renting has been deemed the 
financial equivalent of owning in this balancing of economic necessities. 

I should add that the court did not specifically rule out the possibil- 
ity that under other provisions of the act gi ommission may require 
railroads to own a sufficient number of cars. Nevertheless, its opinion 
certainly leaves the matter in doubt. Rea the court made it clear 
that it had no doubt as to the authority of Congress to grant such 
power to the Commission, for it stated that: 

If the language of the statute were plain that car-hire charges could be fixed 
at prohibitive levels for regulatory purposes, that language would control. 

We believe that if the advantages of renting equipment could be 
made less attractive in times of shortage, there would be greater will- 
Ingness on the part ot every railroad to make its just and equitable 
contribution to the national car supply. 

If the ownership of a fleet of freight cars, adequate even for peak 
loadings, could be made financially desirable, the problem would even- 
tually solve itself. 

It is for this reason that we recommend per diem charges during 
periods of emergency sufliciently high to provide an incentive for 
every railroad to own and maintain an adequate fleet of freight cars. 

If S. 2770 should be enacted into law, the Commission’s first step 
would be to determine the extent to which railroads, individually and 
collectively, are deficient in car ownership 

Senator Scuorrrent. Do you have such a compilation in your office 
at this time, or within the Commission ? 

Mr. Crarker. We don’t have one prepared by the Commission, Sen- 
ator. Tlowever, most of the spade work has already been done. The 
Office of Defense, ODT, prepared one. DTA refined it or brought it 
up to date during the Korean war. And AAR hasa very complete car 
ownership formula, we understand. So much of the spadework has 
been done. 

Senator ScHorpret. Continue please. 

Mr (*LARKE. This would involve a comprehensive study of trafic re- 
quirements, including the peak loadings on individual lines. Separate 
studies would be necessary for the various types of equipment, such 
as box, gondola, hopper, flat, refrigerator, stock, or other special types 
of cars. Consideration would also be given to the type and flow of 
traffic and whether the carrier is p yredominan itly an originating, ter- 
minating, or bridge line. 

Once the Commission had adopted a car ownership formula, it 
would then be in a position to exert pressure upon deficit raiiroads 
to increase their ownership to the prescribed level within a reasonable 
time or suffer penalty per diem charges in the event of another car 
shortage. 

To illustrate how the proposed law would oper ate, let us assume 
that your next-door neighbor habitually borrows your lawn owner. 
Of course, every time you need it to cut your own grass he is using it. 
You tolerate this unpleasan t condition for a few years and then finally 
issue an ultimatum. You tell your neighbor that if he does not buy 
a lawn mower of his own he will have to pay $10 every time he borrows 
yours next summer. 





AMENDING INTERSTATE COMMERCE ACT 7 


~ 


The second major objective ot the proposed legislation is to pro- 
mote more expeditious movement, distribution, interchange, and re- 
turn of freight cars in periods of shortage. 

During the past 14 years a variety of measures have been tried, 

alculated to extract ater utilization from the e xisting ¢: ar owner- 
shins For examp le, times during those years penalty demurrage 
charges ranging from $11 to $44 per day hi ave been ordered. 

Inasmuch as a freight car is in the hands of the ship ping public 
2 proximately 50 percent of its produc tive life, these punitive meas- 

ires have been considered justified as a necessary stimulant for secur- 
ing prompt loading and unloading. It is our view that this is as far 
is we should go against the shipper and the receiver. 

Ilowever, the one—and perhaps the most important segment of the 
cycle of car handling and movement which has resisted practically 
every solution is that phase where the Car Is in the hands ot the 
‘arrier. 

At the present time, in view of the court’s decision in Palmer v. 
l’nited States (supra), there is no adequate penalty against the rail- 
roads for dilatory and sluggish movement of freight cars and the 
squandering of car days. The lack of effective means to spur and 
stimulate railroads into greater efficiency in times of shortage is the 
hi Ljor weakness in the present car ser ice provisions of the act. 

If the per diem charge for freight cars to the using roads were 


ere 
1:5 


adjustable ilk eliereele les just as ure the ——- rates to the 
shipper, it is our opinion that car utilization would be so ere: itly im- 
proved that thousands of additional units would become immediate ly 
available for loading. 

In order that the double objective of S. 2770 will be clearly under 
stood, we suggest the following amendment to the bill: Insert on page 
? line 7, after the word “by”, the following: 
encouraging adequate ownership of freight cars by each carrier and by 


While penalty per cliiem charges would hot eens cure car 
shortages, it is our considered judgment that the bill, as amended, 
would give the Commission the necessary power, before and during 
emergencies, to induce the railroads to make greater efforts in mov- 
ing and handling freight cars. At the same time it would encourage 
them to build or purchase a more adequate supply, thereby reducing 
the hkelhood of future shortages. 

Senator Scrorprrer. What car service orders has the Commission 
ordered to deal with the freight car situation / 

Mr. Crarkr. Last vear we issued a series of emergency service 
orders. The first one dealt or limited the right to partially load a 
car. It eliminated partial loading. 

The second, service order 904, required the railroads to move cars, 
loaded ears, in line-haul movement within 24 hours. Instead of 
allowing'a lot of cars to accumulate in freight vards they were required 
to move them out in road haul within 24 hours. 

Senator Scnorprenr. What appreciable results did you see from the 
instant order that you just mentioned 4 

Mr. CLARKE. Service order 904 ¢ 

Senator Scrorrren. Did it help materially ? 

Mr. Crarke. It is very difficult to measure with exactness. It imme- 
diately improved the handling of freight cars. The results were 
definite and substantial in our opinion. 
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That order, among other things, also adopted as ICC orders the car 
distribution orders that were outstanding and had been issued by the 
Association of American Railroads. We in effect. by one act, adopted 
their orders as our own. The reason we did that was because the AAR 
of course, being a voluntary organization, had no way to enforce 
their own orders. After we had adopted their orders we policed the 
car distribution to the best of our ability with a limited number of 
field agents, Ser ice agents, 30 in number, We handled a great many 
complaints, and then recommended the Department of Justice prose- 
cution against certain railroads for failure to comply. 

We had other orders dealing with unloading, restricting partial un- 
loading. We had orders limiting or reducing the amount of free time 
at ports. All of those orders expire December 31. Most of them will 
be reissued again this year. The only service order that has been is- 
sued so far this year is one to become effective April 9, known as serv 
ice order 9LO. which attempts to eliminate circuitous routing and slow 
schedules, or what we consider to be a waste of car days by certain 
shippers who attempt to use freight cars for storage purposes. 

It specifically prohibits railroads from willfully delaying the move- 
ment of freight cars for the purpose of increasing the time of the 
transit. 

Senator Sciorrren. Of course we have a situation which has been 
aggravated by the lack of steel that is available, which of course, ac 
cording to the record, has tightened up appreciably. There is some 
possibility with the automobile industry being somewhat down, that 
more steel will be available. 

The railroads of course, some of them, will have to build more freight 
cars because they are taking cars out of service, as you have indicated 
here, at an alarming rate. I am wondering if you have any opinion 
as to what the tax amortization program would do? 

Mr. Crarke. We have contended all along that the tax amortization 
program was a necessary incentive to encourage the railroad industry 
to produce enough freight cars not only to take care of the normal 
needs of traffic but to prepare us for any emergency. However, the 
tax amortization program ran out December 31, 1955. In 1952 a nu 
merical goal of 436.000 cars was set. At the time it was felt that that 
would be enough to take care of all the cars that ought to be acquired 
up to June 30, 1954. 

But at that time the goal was extended to December 31, 1955, or 
18 months more. but the numerical limits of the goal were not changed. 
Then last fall, November and December, when the railroads ordered 
cars verv heavily, we finally found ourselves over the goal, numerically 
speaking. Peak 

At the present time there are applications for tax amortization covet 
ing 59.000 freight cars which exceed the goal. We have recommended 
to the Office of Defense Mobilization that the goal be lifted to take 
care of those cars. The reason we make that recommendation is be 
cause a number of the applications showed on the face of them that 
the acquisition of those cars was contingent upon the granting of tax- 
amortization certificates. 

We are very fearful that if the Office of Defense Mobilization does 
not lift the numerical goal so that those cars already on order can 
be amortized on an accelerated basis, we are very fearful that there 
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will be cancellations or orders and there could be as much as 50.00) 
cars on order canceled out. 

Senator Scuoepret. I think it would be helpful if you would further 
elaborate about how many of the 147,320 cars are subject to this rapid 
amortization program. Was it forty-some-thousand that you men 
tioned, or 50.000 ? 

Mr. Ciarke. There are 59,000 of the 147.000 for which the erant 
ing of tax amortization is in doubt, or not eligible at present unless 
ODM agrees with us and decides to lift the numerical goal. 

Senator SCHOEPPEL. Have you made specific recommendat ions witl 
respect to this ¢ 

Mr. CLARKE. Yes, we have, We have made a series of recommenda 
tions to the Office of Defense Mobilization and we understand the 
matter is still under advisement. 

Senator ScHOEPPEL. Senator Morse, do you have any questions / 

Senator Morse. Yes, sir. 

Mr. Clarke, have there been any prosecutions by the Government 
inder car service order 904, the order requiring rapid return of cars / 

Mr. CLARKE. There have, Senator. Specifically, Wwe have recom 
mended to the Department of Justice that prosecutions be brought 
against the following named railroads: Pennsylvania, New York Cen 
tral, B. and O., Nickel Plate, Chicago Northwestern, Katy, and Rock 
Island. Iam unable to tell you the status of those actions except that 
we were advised earlier this week that a judgment had been entered 
against two of them, I believe in the sum of $2,500 each. 

Senator Morse. My understanding is that the Baltimore and Ohio 
and Pennsylvania Railroad have been prosecuted and paid fines of 
82.500 each for violation of this service order / 

Mr. Ciarke. I believe that is correct. 

Senator Morse. Mr. Clarke, does the Interstate Commerce Com 
mission have a sufficient number of car service agents to police its ca 
service orders ¢ 

Mr. Cuarke. We do not. We have 30 to cover hundreds of freight 
yards and terminals throughout the United States. 

Senator Morse. Is the Interstate Commerce Commission making a 
request in its budget request this year for substantial increases of this 
number ¢ 

Mr. Cuarke. We did ask for a substantial increase; ves, sir. Our 
appropriation as it went through the House does provide for 40 17 
stead of 30. 

Senator Morse. Is it your judgment that that is far too low a figur 
to provide the service that the shippers of this country need for ade 
quate policing of the car service 4 

Mr. Cuarke. Yes, sir, it is inadequate. 

Senator Morse. And is it your recommendation that the number 
must be increased on the Senate side ? 

Mr. Cuarkr. We think it would be very helpful, and we could do a 
much better job with more service agents. 

Senator Morsr. On this issue [ am a recruit in your ranks. 

Mr. Ciarke. Thank you. 

Senator Morse. That is el! for now. Mr. Chairman. 
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In my opening statement I will say something about my desire in 
regard to further examination of the Interstate Commerce Commis- 
sion officials at a later date. 

Senator Scnorerret. Mr. Clarke, I think reference has been made to 
Pittsburgh, to a speech made at Pittsburgh on the car shortage. Do 
you have a copy of pe speec h available ¢ 

Mr. Cuarke. Yes, s 

Senator SCHOEPPEL, "TE you will make that available to us, I will see 
that oI woes In the record al the appropriate place. 

Mr. WARKE, Thank you. 

(Th we cument referred to above is as follows :) 


REMARKS OF COMMISSIONER OWEN CLARKE, MEMBER OF THE INTERSTATE COM MERCE 
COMMISSION, BEFORE ALLEGHENY REGIONAL ADVISORY BOARD, PITTSBURGH, PA., 
MARCH a 1956 


ere is perhaps no economic problem that so intimately affects the American 
people as car shortage It reaches into every industrial, business, mining, and 

gricultural serene and into the home of every citizen. It is an old and 
painful stor 

Car shortages have often occurred in periods of increased production as one 
of the symptoms of industrial distress. They are infrequent in depressions but 
ire regular and serious in wartime and during booms. Thus, in 1906, during 
World War I, and its aftermath of unrest, in World War IT, and the period of 
readjustment which followed, throughout the Korean conflict, and again last 
year and today, our economy has wrestled with problems of car supply and their 
solution. Remedies of varying effectiveness have been tried—and in varying 
degrees found wanting 


Many people naturally blame the railroads for failure to anticipate traffic 








lemands and to buy more cars. Undoubtedly, the rails deserve a large share of 
the blame gut assessing blame during periods of shortage, produces few freight 


cars for the simple reason that cars cannot be built in a short time. 

There are more fundamental factors than emotional attitudes that affect the 
rate of private investment in freight cars. Anyone who looks at the record 
will be impressed with the fact that purchase of cars generally has fallen with 
slackening business and low earnings, and has risen again with increased busi- 
ness activity and improved earnings 

The close relationship between profits and railroad willingness and financial 
ability to invest was recognized after World War I when car shortages were very 
severe. Accordingly, Congress incorporated provisions in the Transportation 
Act of 1920, authorizing higher rail rates and, thus, higher rail profits in order 
that the country as a whole might have a more ample supply of cars and other 
rai! facilities. 

But despite that pr icy and the historical example of how greater profitability 
in the subsequent 1925 to 1930 period led to more adequate investment in such 
facilities, in the decade since World War II the railroads have been expected to 
supply adequate cars, improve their roadways, and make new Cost-reducing and 
service-improving investments on the very lean and substandard average return 
of 3% to 4% percent on their depreciated capital investment. Today’s inade- 
quate car supply has been one of the inevitable results of that low-return poliey 

Shippers who have strenuously resisted postwar rate increases to cover in- 
flationary Costs should not be surprised at the result. sut in their own long-run 
nterest they should ponder the implications for the future of continuation of 
those policies discouraging to adequate private investment. 

IT am firmly convinced that the one thing, and the only thing, which will ever 
enable and cause the railroads to carry out a sufficient program of freight car 
acquisition and plant improvement will be to permit them to earn sufficient net 
return to raise the new capital required for these purposes. Only in this manner 
ean railroad facilities eee to expand to meet the expanding economy of an 
expanding America 

The Interstate Commerce Commission has been doing its part to help improve 
rail earnings. Within the past 6 months we have permitted the 15-percent rate 
increase authorized in ex parte 175 to become permanent and have granted an 
additional 6 percent in cx” parte 196. I can assure you that placing our stamp 
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of approval on any general rate increase is a most unpleasant task. However, 
when we become convinced that a more favorable rate of return is a necessary pre- 
requisite for adequate facilities and service, our responsibility and duty is clear. 
Current regulatory policy, I believe, has been one of several factors contributing 
to the attitude of confidence so apparent in the railroad industry today. 

This great medium of transportation, at long last, is entering a new era. The 
lefeatist complex under which it operated for so many years is rapidly vanishing. 
In its place we are finding a refreshing new attitude and spirit of optimism. 
told, aggressive management is adopting a positive approach to problenis of the 
ndustry. 

The tremendous amount of new equipment now on order, including 145,000 
freight cars, dramatically reflects the confidence of railroad management in the 

ntinued expansion of our economy. Willingness to experiment with special 
service equipment, such as damage-free boxcars, mechanical refrigeration, bulk- 
head cars and trailer-carrying flatears is further positive proof of the new vitality 
ft this industry. 

All of these things indicate a determination not only to hold, but also to 
rease, rail participation in the Nation’s total traffic. 

But the most encouraging Change is the apparent abandonment of a feast-or- 
famine, month-to-month basis of acquiring new plant and equipment. Recently, 
top railway management has been talking in terms of long-range planning—in 
terms of billions of dollars to be spent during the next 5 to 10 years. If these 
plans materialize it will bring great benefit not only to the railroads but to the 
entire economy of the country. Allin all, the future of the industry appears to be 

ore optimistic today than ever before. 

But now let’s get back to the theme of this meeting—car shortage. We might 
us well acknowledge that in all probability we are going to experience another 
hortage of very serious proportions during the next 8 months. What are the 
ailroads doing about it? 

First of all, through their stepped-up car-repair program they are making 
substantial headway in reducing the number of bad-order cars. Whereas 1 
vear ago unserviceable freight cars represented about 7 percent of the fleet, the 
percentage is now down to approximately 4. With practically all repair shops 
in full operation, it is reasonable to expect that there will be a further decrease 
in the number of bad-order cars. 

Secondly, the railroads have ordered new freight cars at an unprecedented 
pace. Dollarwise, the cars on order represent an investment of $114 billion. 
Unfortunately, shippers cannot load cars on the builders’ books. But it is 
sincerely hoped that a substantial number can be completed and put in service 
in time to be of some help during the peak loadings next fall. 

Pittsburgh would seem to be an appropriate place to make a special and 
urgent plea to the steel industry for more generosity in the allotment of materials 
for car building. Because of the severe limitations upon steel supplies, produc- 
tion of new freight cars is running at less than half of shop capacity. Earlier 
this week the Pennsylvania Railroad announced that it would have to eut back 
its freight car building programs at its Altoona shops and lay off a substantial 
number of workers because of the inability to secure steel plates and structurals. 

While it is recognized that the steel industry is setting production records in 
an effort to fill the needs of many customers, it Should not be forgotten that 
production alone is not enough. Transportation, and particularly rail transporta- 
tion, is an essential ingredient to give place-utility to the products of the steel 
mills. After all, in Casey Stengal language, there is no more of anything than 
can be hauled. 

What is the Interstate Commerce Commission doing about the car shortage? 
In an effort to obtain maximum utilization of existing equipment, we are pre- 
parting to issue whatever emergency service orders we believe will promote 
more efficient use of cars. 

The first of these orders was issued last Monday and will become effective on 
April 9. It is especially designed to put a stop to the sinful waste of freight 
equipment through circuitous routing and slow schedules. Bu its terms it will 
become unlawful for any railroad to willfully delay the movement of loaded 
freight cars by holdin gthem in yards, terminals, or sidings for the purpose of 
increasing the time in transit. 

Also, setting out loaded cars between terminals or backhauling for the purpose 
of increasing the time in transit will not be permitted. The use of any route 
other than the usual and customary fast-freight route, except in emergencies, 
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or for the purpose of according a lawfully established transit privilege, will be 
prohibited. ; ; 

It may be surprising to some of you that these uneconomical practices exist 
Unfortunately, they do. Because of the selfish demands of certain shippers who 
have expec ted mobile storage in addition to transportation, other shippers have 
been deprived of needed service. We are hopeful that the action taken this week 
wil Istop, once and for all, this flagrant abuse of rail facilities. 

In the near future we will probably adopt an emergency order similar to 
order 904. issued last July, requiring the railroads to improve their 
handling of traffic by placing and pulling cars at industries and forwarding them 
in rond-haul movement within 24 hours. It is our belief that many additional 
ears were made available for loading last season through the increased efficiency 
in railroad operations which this order required 

Also under consideration are a series of other service orders which would 
restrict partial loading and unloading and reduce the free time on export and 
import traffic at coastal ports. By the same token, the Commission will look 


Service 


with extreme disfavor upon any attempts to increase free time at the Great 
Lakes ports 

During the past 14 years a variety of measures have been tried, calculated to 
extract greater utilization from the existing car ownership. For example, 13 
times during those years penalty demurrage charges ranging from $11 to $44 
per day have been ordered. Inasmuch as a freight car is in the hands of the 
shipping public approximately 50 percent of its productive life, these punitive 
measures were considered justified as a necessary stimulant for securing prompt 
loading and unloading 

Last year, however, we decided to try a different approach. Instead of in 
voking penalty demurrage we made an appeal for voluntary cooperation in the 
conservation and provident utilization of the limited car supply. Thanks to 
the splendid efforts of the car efficiency committees of the shippers advisory 


boards some very gratifying results were obtained Nevertheless, the per 
centage of cars held beyond free time showed some increase. Although we 


much prefer the voluntary way of doing things, unless this trend is reversed 
the Commission may be compelled to make some sharp adjustments upward in 
demurrage charges this coming season. 

If that should come about, we will undoubtedly be confronted with the 
argument that justice and equity require similar treatment for those railroads 
which are habitually delinquent in the handling of cars. With this general 
principle we are in complete accord Unfortunately, however, we lack the 
statutory authority to order penalty per diem churges. While under section 
1 (14) (a) of the Interstate Commerce Act, the Commission may establish the 
compensation to be paid for the use of a freigh ear, in Palmer v. U.S. (75 
Fed. Supp, 63), a three-judge court held that the use of the word “compen 
sation” in the act precluded the Commission from establishing a per diem charge 
in excess of any purported reasonable recompense to the owner. 

In reaching its decision the court pointed out that per diem charges 
or reasonable compensation for use—have none of the decisive characteristics 
of demurrage charges, the direct and exclusive purpose of which is to pro 
mote eur efficiency by penalizing undue detention of cars. One significant 
sentence in the court’s opinion reads as follows: “If the language of the statute 
were plain that car-hire charges could be fixed at prohibitive levels for regula 
tory purposes, that language would control.” 

Interpreting these words as a pointed suggestion, we have proposed specific 
legislation, Senate bill 2770, to authorize an increase of per diem charges ip 
periods of car shortage. Basically, the purpose and intent of this bill is to give 
the Commission authority te compel railroads not only to provide sufficient 
freight equipment to meet the public demand for transportation, but also to 
move and handle freight cars more expeditiously. 

The one—and perhaps the most importnat segment of the eycle of car handling 
and movement which has resisted practically every curative—is that phase 
where the car is in the hands of the carrier. During such periods the Com- 
mission has virtually no way to compel prompt action. The lack of effective 
means to spur and stimulate railroads into greater efficiency in times of shortages 
is the major weakness in the present car-service provisions of the act. 

Increased car ownership is but one facet and not the complete solution to the 
problem. The history of car service from the turn of the century is replete 
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with situations where shortages have occurred even through numerical owner- 
ship was considerably greater than today. The conclusion is inescapable, there- 
fore, that while additional equipment is undoubtedly needed to accommodate the 
extraordinary amount of traffic, the railroads have not used their existing 
equipment prudently. 

We believe that the many serious avoidable delays in the handling of cars 
fully justify the imposition of penalty per diem as a pecuniary spur to manage- 
ment. With the earning value of an average freight car many times the current 
per diem charge, the temptation is stroug among railroads, and especially 
those having little or no ownership, to use the equipment of other carriers and 
to delay the return of foreign cars. 

Car shortages are aggravated because a few railroads consider it cheaper to 
rent cars than to own them. So long as a railroad can meet its peak demands 
with rented equipment, it has no economic incentive to provide its fair share 
of an adequate national car supply. The inevitable result is that an adequate 
supply is never acquired. 

Jecause of the ever-changing location of freight cars, it is difficult, if not 
impossible, to cope effectively with the situation under the present powers of 
the Commission. Hence, there is an urgent need for legislation to compel the 
railroads to exert greater efforts in acquiring a sufficient car ownership and 
in moving the traffic more promptly. We believe the proposed legislation will 
accomplish these objectives. 

if Congress agrees with us, the first step under the new taw wouid be to 
determine the extent to which railroads, individually and collectively, are de- 
ficient in car ownership. This would involve a fairly complicated study of 
traffie requirements, including the periods of peak loading on individual lines 
Certain concessions would have to be made for short line and terminal rail- 
roads. With that foundation, however, the Commission would then be in posi- 
tion to order deficit railroads to increase their ownership to a prescribed level 
within a reasonable time or suffer penalty per diem charges, in the event of 
another shortage. 

While such a law would not completely cure the car supply problem, we feel 
certain that it would help materially to reduce the crippling economic impact 
of future shortages. 

During the coming months adequate rail transportation will be available only 
if the fullest measure of cooperation is forthcoming among the shippers, the 
railroads, and the receivers. Everyone wants to help prevent plant shutdown 
because of a lack of freight cars. 

That being true, some small sacrifices must be made in deference to car effi- 
ciency. The best antidote to such a potential dilemma is to give full force and 
effect to the cardinal principles of car conservation Which the Shippers Ad 
visory Boards have long advocated. Although you know them well, because of 
their current application, they are worth repeating. 

First of all, order cars properly. If you anticipate a heavy loading schedule, 
tell your railroad about it, giving as much advance notice as possible, but do not 
order cars placed until commodities are ready to load. 

‘here is a temptation in times like these to order curs in excess of current re- 
quirements. Nothing will dry up car supply faster than such a practice. Padded 
orders create dissatisfaction and, in many instances, deprive your source of 
supply of the opportunity to ship. 

Secondly, load and unload cars as promptly as possible regardless of free time 
One hundred thousand freight cars could be added to the supply available to you 

nd to other shippers and receivers if 1 day could be saved in the average turn- 

round time. Believe it or not, if all curs had been released within the free time 
last year, enough equipment would have been made available to wipe out the 
entire shortage 

Third, observe car service rules strictly. There is no better way to guarantee 
proper supply in all districts than to make a car earn its way home loaded 

Fourth, wherever practicable load to the full carrying capacity or cubicai limit 
If every car of last year’s freight had carried just 1 more ton, 40,000 additional 
units would have been available for the Nation’s commerce. 

Finally, cooperate fully with the clean car campaign being carried on under 
the auspices of the National Association of Shippers Advisory Boards. With the 
expenditure of just a few minutes of time many cars may be made ready for im- 
mediate reloading, thus eliminating time-consuming delays for reconditioning. 

No shipper has the right to complain if he is by his own acts needlessly and 
wrongfully reducing the available supply of cars. 
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The problem of freight car utilization is not new nor easily solved. There 
xists no panacea. But real progress is possible of attainment if the situation is 
vigorously attacked by shippers and carriers alike. Here is a matter regarding 
which they can heartily and energetically cooperate to the very great gain of both 
The challenge is clear. To meet it is most essential 
Senator Scuorpren. I think that isall, Mr. Clarke. 
We will now hear from Senator Morse. 


STATEMENT OF HON. WAYNE MORSE, A UNITED STATES SENATOR 
FROM THE STATE OF OREGON 


Senator Morse. Mr. Chairman and members of the committee, at the 
outset | want the committee to understand the situation in which I find 
myself, and also my inten ues as to further consideration of this mat- 
ter. Last summer Senator Neuberger and I made a very thorough in- 
vestigation of the car aie situation in Oregon. We found the 
matter so intolerable that we made a request of Senator Magnuson for 
investigation of the car shortage boxcar problem. 

As the acting chairman of the committee knows, Senator Magnuson 
went into the matter and issued the decision that such a hearing would 
be held. 

This hearing has been called. Part of its pur pose is to consider the 
bill that is before us, and part of its purpose is to go into the car 
shortas ve matter. 

Unfortunately in my statement some days ago the rumor was spread 
that this would be limited entirely to the per diem penalty bill. Sena- 
tor Magnuson then issued a press release correcting that rumor, assur- 
ing the shippers of my State that this hearing would also go into the 
boxcar shortage matter. 

As a result we have certain witnesses with us today from Oregon 
who are going to testify, not only on the bill and on order 910, pro- 
posed order 910, but on the boxcar shortage matter. Ordinarily, Mr. 
Chairman, I wouldn’t take time under those circumstances to testify 
myself. I would wait until the committee could meet with me more 
conveniently and not impose upon the time of the witnesses that have 
come more than 3,000 miles. 

However, I met with these witnesses this morning at breakfast. 
They are familiar with my point of view on this matter. It was their 
opinion th: at I ought to make my statement in the early moments of 
this hearing because my statements bear directly on some of the 
testimony they are going to give. 

I will read it as quickly as I can. Senator Neuberger will have a 
much shorter statement, a supplementary statement to mine, because 
in our division of work between the two Senators from Oregon this 
happens to be one of my major projects, whereas he has other major 
projects in which I give him so-called back-stop support. 

I cannot stress too muc h, Mr. Chairman and members of the com- 
mittee, that this is an exceedingly serious matter in my State. In 
my judgment the Interstate Commerce Commission has a lot to answer 
for, in what I consider an entirely incompetent handling of this box- 
car matter now for some years. And the American railroads have a lot 
to answer for. 

I don’t intend to stop w ith this hearing this morning. I serve notice 
on the Interstate Commerce Commission this morning that I intend 
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to press this matter with the exercise of every possib le authority that 
I have as a United States Senator, in all the channels of the United 
States Senate, until I get a satisfactory solution to this boxcar shortage 
prob lem that they, in my ju ein are responsib le for in no small 
measure, beea use they have let the railroads of this country get by with 
economic od In MN state, as far as this issue 1s concerned, 

Now they come out with order 910, T will, in the course of my 
statement, ask this committee to elve cons deration to my request 
and Senato nr” Neube reer request tor suspension of that order until 
there ¢; 1 be a hea Ing on that orc h. because vou enn’t sit down with 
these naa Prom my State ar d reach Any other conelusion but 
| 


that what the Interstate Commerce Commission 1s dome is cutting the 


economic Guts rieht out of the small lumber mills of my State by this 
order, and it shows a eross 1gehnoranece on the part of the Interstate 
Commerce Commission as to lumber operation. 

What they ought to do is put on some overalls and get into th 
lumber mills and Jearn the lumber industry from top to bottom before 
they issue such an order as they have issued. 

[I want to say that I testify here also not only as a Senator from 
Oregon, but I testify also as the chairman of the Small Business Com 
mittee of the Bankine and Cm rency Committee and the Select Small 
Business Committee, and on the latter committee the Senator from 
Kansas is one of my most able colleagues. 

I am interested in the effect of this boxcar matter and the effect of 
order 910 on the — businesses of the country. It is about time, may 
| respect fully sav, that we do a better job in the Senate and the “on 
gress In protect ing small business. 

Mr. Chairman, on behalf of the rail shippers of the State of Oregon, 
I wish to express ap preciation to the me — 1s of the Senate Inter 
state and Foreign Commerce Committee for granting this opportunity 
to interested p: irties to present their views ba sugge stions concerning 
our seemingly endiess problem of freight car shortages. 

The subject under consideration is not new to Oregon. Businessmen 
who have long been engaged in shipping by rail tell me that the prob 
lem of freight-car shortages, particularly in the lumber industry, has 
reached its half-century mark. 

This is an interesting milestone, but is one that should be removed 
promptly. In my opinion the Senate Committee on Interstate and 
Foreign Commerce. under the able leadership of its chairman, Sen- 
ator Magnuson of Washington, is performing a fine public service 
In its efforts to put an end to this nonstop endurance contest of freight 
car shortages. I might add that this contest is one in which the rail- 
roads do the promoting and collect the gate receipts, the shippers en 
gage in exhausting efforts, and the public, as spectators, find littl 
amusement. 

lor many years past I have worked with Government officials and 
with colleagues in the Senate to bring relief from these periodic short 
ages. Others have joined in this effort, but the problem has not been 
solved to a substantial degree. 

However, we have made some progress in that we have determined 
the root cause of the problem, namely, the lack of initiative and fore- 
sight on the part of American railroads in meeting shippers needs. 


( 
1 
1} 
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AMERICAN RAILROADS NEED AWAKENING 


The sad fact is that the number of freight cars owned by our rail- 
roads is steadily decreasing. From recent figures compiled by the 
Association of American Railroads, I note that freight-car ownership 
in the class I railroads decreased from 1.729.939 on March 1, 1955, 
to 1.696.259 on March 1. 1956. 

This trend has been in effect since the DRONA of 1926 when the 
railroads owned a total of 2.347275 freight cars. Of course, the 
freight car of today has greater capacity to move traffic than the car 
of years ago, but the railroads appear to have made little real effort 
to meet the expanding needs of our shippers. I have a strong suspi- 
cion, Mr. Chairman, that the railroads are concentrating so intensively 
on the profit dollar, that they fail to comprehend fully the car service 
needs of business and industry. 

Apparently, general freight rate increases, not more freight cars or 
better service to shippers, seem to appeal to the railroads as a means 
of bettering their situation. I doubt that any other form of business 
takes such an attitude. It is small wonder, therefore, that the rail- 
road’s proportion of the total intercity traffic is steadily decreasing. 
In 1939 the railroads carried 62.34 percent of such traffic, in 1954 only 
19.5 percent. We can predict an even smaller proportion of traffic for 
the railroads in the future unless they change their attitude. 

The foregoing facts become most disturbing when we reeall that 
during recent vears the class I railroads of this country have not suf- 
fered from financial malnutrition. Figures made available to me by 
the LCC reveal extremely favorable net railway operating income 
averaging about a billion dollars per year for American class I rail- 
wavs for the vears 1950 to 1954 inclusive. This figure increased during 
1955, when our class [ railways earned $1,128 million in net railway 
operating income. 

Contrast the foregoing proht figures with those relating to capital 
expenditures for equipment. During the period of 1951 to 1954 in- 
‘lusive. there was a steady and marked decline in capital expenditures 
for equipment on class L railroads. In 1954 they dropped to approxi- 
mately one-half of that amount—$499 million. 

The ayes for new freight cars put into operation and freight cars 


retired on class IT railroads between 1951 and 1955 inclusive, are also 
very re sales They show a decided adverse trend insofar as inter- 
eSTS ¢ f hi p pe rs are conce rned. 
Mr. Chairman. I ask unanimous consent that there be inserted at 
this point in my remarks the following table : 
Total fret nof tired, class I ilwaus, 1951 to 1955, inclusive 
| 
tal fre ht | Total freight 
ll cars retire 
87,727 | 43, 028 
120) 62, 240 
69. 304 50, 123 
: 562 71, 858 
: 7, 509 73, 491 
siieasiied 9, 276 7, 362 


{01, SAS 318, 102 
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The foregoing figures are sufficiently discouraging in themselves but 
they become appalling when we reflect that during the same period of 
1951 to 1955, inclusive, the class I railroads had the benefit of rapid tax 
amortization on their freight-car programs. 

I digress, Mr. C hairman. to recall that when we first had this pro 
nl for tax-amortization benefit to the railroads, 1 went over to 
Altoona, Pa., one of the boxcar construction centers of this country, to 
take a look at what was happening over there, because the Senate had 
received very strong protests from workers over there about a disaster 
unemployment area. And after I made that personal inspection | 
came back—and the Congressional Record will show statements that 
I made on the matter then, saying that I was going to go for the ac 
celerated tax amortization program because | thought it would hale 
put men back to work and I thought it would help relieve this boxcar 
situation, 

And I think that it isa sound program, provided, Mr. Chairman, we 
put boxcars on the rails, and we don’t use it as a scheme for getting out 
of service boxcars that with little repair still could stay im service for 
a few years. And therefore, the tax amortization program would 
amount to adding to the total number of boxcars. But that isn’t what 
the railroads of this country have been doing. They have been shak 
ng down the taxpayer again, and they are very adept at it, 
Mr. Chairman. 

Once again they are taking’ the benefit of the accelerated tax amor 
tization progr am, which is nothing but an interest-free loan, in order 
to get new cars at the resulting reduced prices to them, and then they 
are vittiaiae out of oper: ition a lot of ears which T am advised by Ww 
thorities that I consider to be comp le tely reliab le ean be kept on the 
tracks with little repair work some years longer. 

And the result of our tax amortization program has not been to 
Increase the number of cars. It has been to increase the number of 
new cars for the railroads, to their great financial benefit, but the total 
result has been a decrease in cars for the shippers of this country. 
\nd the shippers know it. 

These men from Oregon know it. And you are voing to hear fror 
them about it. Mr. Chairman, because they happen to think and I] 
think they are reht that ee ongress has ee 

I will help the railroads, 1 will help the railroads with amorti 01 
as far as m\ vote is pia to vet new ears to meet thi Is economi 
need that the small business shippers of this COUNTELS need. 

But IT want them to keep cars that can be kept on the tracks on the 


tracks. IT want an increase in the total number of cars. I will g 
even further than that. If they can come in and weep enough croco 
lile tears about their economic situation, Mr. ( ‘hairman, to show that 
they need some further subsidy, even at the risk of mers called a 
creeping Socialist, IT will 20 along with that, because I int the cars 
for the businessmen of this country. Tam making a figt if , for private 
enterprise, not for monopoly. But for the competitive system, I 


want to say, as the chairman of the Subcommittee on Small Busine 
that what we need to do in the Congress is to proceed with some legis 
lation that 1s going to protect the small business and the competitive 
system in this country. 

Here is a specific example of it. 
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I would even go so far, if they can come out and show a case for it, 

being pel fectly willing to have the Government help them build 
boxcars, and maybe hold a Government a rve of boxcars available 
for these boxcar shortage periods, and let them out to them as that kind 
of subsidy, if they are that near broke, and of course they are not. 

But if they want to make a case that economically they can’t go 
ahead and build cars that are needed for a continuous flow of adequate 
cars 12 months of the vear, I am for the Government helping them. 


4 


\lihough, let me tell you, this boxcar shortage prob lem has become 


just about a 12-month problem. And it only spells out one thing: 
You just do not have enough cars on the tracks to meet the shippers’ 
needs in this country. You have to do something about it. And you 


have to have an Interstate Commerce Commission, let me say most 
respect fully, that will exercise the power it has and pay less attention 
to the propaganda of the railroads. 

[It is about time that the Interstate Commerce Commission carried 
out its statutory functions. All you have to see, as I shall point out 
later, 1s what they are doing with regard to the — ing service in 
regard to car service. In my country, they have, in Portland, Oreg., 
one car serviceman without eve ,fora large area, Saket even a sten- 
ographer. Without even a iain r, Mr. Chairman. And there 
ie has to sit, pounding out with his own fingers on the peck system, 
reports to the Interstate Commerce Commission when he ought to be 
out in the field policing the car shortage problem. 

They don’t even supply him with a stenographer. That is how ineffi- 
cient this Interstate Commerce Commission is. And it is about time 
we sai behind the veil of the Interstate Commerce ( ee and 
point out its gross inefficiency that characterizes so much of its 
administration. 

It happens to be a child of the Senate of the United States and 
the House of Representatives. And it is about time that as parents we 
go back to the old sound parental policy of giving them a spanking 
for misbehaving. And the Interstate Commerce Commission has some 
horsewhippings, not spankings, in store for it if we do justice to the 
people of this country, because of the complete inefficiency that has 
characterized the Interstate Commerce Commission in the handling 
of this boxcar-shortage matter. 

Mr. Chairman, based on information supplied by the Interstate 
Commerce Commission, we find that a total valuation of $2,320,908,334 
in freight-car construction was under 85 percent accelerated tax amor- 
tization between 1951 and 1955, inclusive. Here are the figures: 


Freight car valuation undcr amortization 

Available from 1950 to be carried forward $33, S62, 011) 
O51 636, 520, SOO 
192 ‘ ; 843, 320, 231 
1953 $28, 428, 484 
1954 : : 143, O98, 485 
1955 ; 235, G78, 3834 

Total 2, 320, 908, 334 


Thus the amortizable amount was $1,731,600,890, constituting, in 
effect, a tax-free loan from the Government. There is a serious doubt 
as to whether this paid tax writeoff program should apply where it 
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fails to produce an overall increase in the number of boxcars on 
American railroads. 

A mystery that practically defies the imagination is why the rail- 
roads, with this enormous rapid tax writeofl! bonus, did not initiate a 
truly forward-looking car construction program. Their record of 
heel-dragging is inexcusable. 

The railroads have been deseribed as the “lifeline of our economy,” 
particularly in times of emergency. Their importance to our whole 
eCOnOmy and to national defense is tremendous. ‘That is whiy I am 
deep ly concerned over current indications that this vital industry is 
ailing to keep pace with the transportation demands of the Nation. 


RAILROAD FREIGHT CAR USE PRACTICES ADD TO THE CAR SITORTAGES 
IN THE WEST 


The economic activities of the West as compared with those of the 

eavily industrialized East set the stage for car shortages in the West. 

= he pr inc ipi il economic activities in ‘the West, and the South as we ll, 

e those of producing bulky, heavy-loading commodities such as lum- 
ber, minerals, and grain. 

These by necessity must move in large volume to the areas of great- 
est consumption in eastern portion of the United States, where the 
balk of the population and most of the Nation’s industry is located. 
Obviously, in the West and in the South, more carloads of freight are 
originated than terminated. The opposite is true in the East. 

s hus, the preponderance of freight movement is eastbound, requir- 

¢ movements of empty cars west and south. Prompt return of these 
cars is highly important to the economic well-being of these areas. 

Once these cars are unloaded in the East it seems that there is a 
tendency for the eastern roads to avail themselves of the use of these 
cars for their own traffic rather than loading them promptly with 
freight destined to the South and West, or returning them empty. 
Expressed in a word that has often been used in another connection, 
the Interstate Commerce Commission should be given authority to 
“unleash” freight cars when necessary to relieve car shortages. 

Failure to return freight cars promptly accentuates the car shortage 
in Oregon in the period each year when economic activity is at its 
height. The shortage is aggravated even more in those areas where 
a single railroad holds a monopoly and knows that shippers must wait 
until the carrier chooses to furnish cars. 

The committee bill, S. 2770, is designed to correct this practice of 
the eastern railroads to delay the return of freight cars to the West. 
The bill would grant increased authority to the Interstate Commerce 
Commission to deal with freight-car shortages. 

I favor such authority being given to the Interstate Commerce Com- 
mission; so I favor the passage of this bill as it is now written, or with 
reasonable changes that are calculated to give the Commission au- 
thority to establish penalty per diem rates to promote “expeditious 
movement, distribution, interchange or return of freight cars,” the 
additional charges to be paid to the owners by the carrier using such 
cars, 

“Return of freight cars” is a phrase used in the bill that is of great 
practical importance to the State of Oregon and the Pacific North- 
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west. It is failure to return the cars owned by the railroads in the 
Northwest that accentuates the shortages of freight cars that occur 
periodically. The passage of this proposed legislation is of greatest 
importance in those areas in which a monopoly of rail service exists: 
some of those areas lie in Oregon. 


RAILROAD CAR SERVICE MONOPOLY—A GUARANTY OF FREIGHT CAR 
SHORTAGES 


During the past summer and fall I traveled extensively in Oregon, 
and I can assure the committee that the subject of freight-car short- 
ages was raised by scores of Oregon businessmen, especially those en 
gaged in the lumber and plywood industries in the area south of 

Ibany, Oreg., and west to the Pacifie Ocean. 

Again and again these people, who have had first-hand experience, 
insisted that the Southern Pacific Railroad is discriminating against 
the State of ¢ Jregon in the distribution of freight cars and that it has 
been favoring California shippers of lumber to the disadvantage of 
Oregon shippers. 

They further contended that the freight-car shortage is most acute 
in the areas of the State where the Southern Pacific is the sole source 
of rail freight transportation. In other words, they asserted that 
where competition exists among rail freight carriers in Oregon, Wash- 
ington, and California, boxcars are available for the lumber industry 
in ample quantities. But, where the Southern Pacific Co. enjoys a 
monopoly—as it does in so many Oregon communities—almost in- 

ariably lumber shippers can be sure of one thing: an insufficient 
quantity of boxcars 

Several months ago I talked to a group of about 15 lumbermen in 
Grants Pass, Oreg. They stated that the Southern Pacific Railroad 
apparently regards Grant Pass as a forgotten area. These business 
men a that for weeks they had been getting from 25 to 50 percent 
of the boxcars actually needed and that thus “resulted in mill opera 
tions that often totaled less than 50 percent of capacity. 

These people charged that the Interstate Commerce Commission 
failed to properly police a critical shortage of boxcars where a rail 
freight carrier operates as a monopoly. 

This problem has pape to be “seasonal in nature.” The unfor 
tunate car shortage in western Oregon appears to have become an 
institution, but it is one that cannot and should not be tolerated longer. 

The lumber market is one that is subject to rapid fluctuations. 
Readily available and adequate rail transportation is absolutely essen 
tial in attaining the benefits of a favorable market. Producers of lum- 
ber and lumber products in Oregon, both large and small, suffer sub 
stantial economic losses while they stand by waiting for their share of 
cars at the sufferance of the rail carrier. If the Southern Pacific 1s in 
fact discriminating against Oregon in the distribution of freight cars, 
it is a practice that cannot be endured much longer by Oregon lumber 
produc eTS in the ( ‘ategory of smal] business. 

And the Interstate Commerce Commission ought to get on the job 
and do some thing about if under the powers it hi as under e xisting legis 
lation. If it needs more power let it come up here and ask for legisla 
tion that will give it the power it needs to protect the shippers of this 
country. 
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an 


That is one of the functions and duties of the Interstate Commerce 
Commission. It was one of the purposes and intents of Congress 
vhen it was set up as an agent of the Congress. 

J urge the committee to explore ways and means of getting freight 

irs for use at the height of the season in this rail monopoly area of 
mv State. Favorable action on S. 2770 will help, but additional 
remedies are essential. One of these, I respectfully submit, is the addi- 
tion of highly essential car service agents to the staff of the Interstate 
Commerce Commission. The committee can perform an important 
publhie service by making recommendations on this score, 


CREEPING PARALYSIS IN THE ICC—THE REDUCTION IN CAR SERVICE 
PERSON NEL 


The Interstate Commerce Act gives the Interstate Commerce Com- 
mission broad powers under which to assure adequate service to the 
public on the part of our American railroads. 

For example, we find these provisions: 


(11) It shall be the duty of every carrier by railroad subject to this part tu 
furnish safe and adequate car service and to establish, observe, and enforce just 
and reasonable rules, regulations, and practices with respect to car service * * *. 

(14) The Commission may, after hearing, on a complaint or upon its own 

nitiative without complaint, establish reasonable rules, regulations, and prac- 
tices with respect to car service by common carriers by railroad subject to 
this part * * * and the penalties or other sanctions for nonobservance of such 
ules, regulations, or practices. 

(15) Whenever the Commission is of opinion that shortage of equipment, con 

gestion of traffic, or other emergency requiring immediate action exists in any 
ection of the country, the Commission shall have, and it is hereby given, author 
ity, either upon complaint, or upon its own initiative without complaint, at once, 
if it so orders, without answer or other formal pleading by the interested carrier 
or carriers, ond with or without notice, hearing, or the making or filing of a re- 
port, according as the Commission may determine: 

(a) to suspend the operation of any or all rules, regulations, or practices 
then established with respect to car service for such time as may be deter- 
mined by the Commission ; 

(b) to make such just and reasonable directions with respect to car service 
with regard to the ownership as between carriers of locomotives, cars, and 
other vehicles, during such emergency as in its opinion will best promote the 
service in the interest of the public and the commerce of the people, upon 
such terms of compensation as between the carriers as they may agree upon, 
or, in the event of their disagreement, as the Commission may after subse 
quent hearing find to be just and reasonable ; 

(ec) to require such joint or common use of terminals, including mainline 
track or tracks for a reasonable distance outside of such terminals, as in its 
opinion will best meet the emergency and serve the publie interest, and upon 
such terms as between the carriers as they may agree upon, or, in the event 
of their disagreement, as the Commission may after subsequent hearing find 
to be just and reasonable * * * 

(16) Whenever the Commission is of opinion that any carrier by railroad sub- 
ject to this part is for any reason unable to transport the traffic offered it so as 
properly to serve the public, it may, upon the same procedure as provided in 
paragraph (15), make such just and reasonable directions with respect to the 
handling, routing, and movement of traffic of such carrier and its distribution 
over other lines of roads, as in the opinion of the Commission will best promote 
the service in the interest of the public * * * 


A law which is not efficiently administered and effectively enforced 
practically worthless as far as end results are concerned. The 
record shows quite clearly that in recent years a creeping paralysis has 
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reduced the Interstate Commerce Commission enforcement. staff 
the field from over 100 agents sige now. 

Just vesterdav I learned the almost unbelievable fact that in ICC 
Zone No. 25 we now have only 3 car service agents, | each in Spokane ; 
Portland, and San Francisco. This is the area, Mr. Chairman, in 
which we have had the most disastrous economic effects from the 
standpoint of car shortages. 

You would think that in this area, which is certainly one of the 
disaster areas as far as car shortages are concerned, the Interstate 
Commerce Commission would get some car service policemen out there 
and see to it that the authority that they have under the existing act 
is administered to the limit. 

We have three for the entire area. Believe it or not, these men 
have not one secretary to assist them in their clerical duties. It is 
little wonder that we have an almost insurmountable problem of 
policing the boxcar situation in the Pacific Northwest. 

If the rules and regulations of the Interstate Commerce Commis 
sion were effectively enforced, I am satisfied that our car-shortage 
problem would diminish. 

Such enforcement, of course, is not possible in the absence of a 
proper enforcement staff in the field and the employment of such 
staff is, of course, a Federal budgetary matter. 

I believe that at the earliest possib le moment we should bring the 
ICC ear service agents back toa minimum of 100. Iam pleased to note 
that the House recommended an increase from 30 to 40 a few days 
ago. I suggest that the number be raised by the Senate to 60 this 
year, with the ultimate target of 100 to restore efficiency in the field 
of enforcement. 

I sincerely hope that if the members of this committee agree with 
my conclusions in this respect they will join in urging the Senate 
Appropriations Committee forthe necessary funds. An inerease of 
ear service agents from 40 to 60 would call for an addition of approxi- 
mately $200,000 for the Interstate Commerce Commission. The im 
portance of the public service these men can perform would make this 
a bargain-rate appropriation. 


CAR SERVICE ORDER NO. 910 


On Maren 19, 1956, Division 3 of the Interstate Commerce Commis: 
sion issued car service order No. 910. 

Almost immediately, my office received comments from Oregon lum 
ber shippers. The great majority of communications I received con- 
tend that order 910, if put into effect, will completely disrupt norma] 
marketing procedures to the disadvantage of the small mills in Oregon 
and will play into the hands of the large operators. 

Other communications, fewer in number, insist that this order will 
help resolve the boxcar shortage. Those who have protested on this 
order assert that they have not been heard on the subject and they ask 
that the April 9, 1956, effective date of service order No. 910 be post- 
poned by the Commission pending a hearing. 

Mr. Chairman, without reading them I ask unanimous consent to 
have inserted as part of my remarks communications which I have 
received from shippers in my State on order 910, with the request that 








AMENDING INTERSTATE COMMERCE ACT 23 


the telegrams be returned to me becatise I haven't had time as yet to 
answer them. : 
Senator Scuoerren. They will be included. 
(Telegrams were received by Senator Morse from the following 
named individuals and companies :) 


GRAND RONDE, OreEG., March 28, 1956 
Request your assistance in obtaining cancellation of ICC Order 910. This 
orders appear to discriminate against the small lumber mill and help the cai 
shortage only to the extent of how many small mills are forced into bankruptey 
and their cars given to the larger mills. 
Hopce Bros. LUMBER Co 


DALLAS, OreEG., March 28, 1956 
Request your help to cancel ICC Service Order 910. This order will seriously 
ffect our competitive position in merchandising our product. This order wil 
not solve the car problem. 
ATLAS LUMBER Co., 
W. E. ScHMITK!I 


COTTAGE GROVE, OREG., Mareh 28, 1956 
Retel order 910. Mr. Dana MecBarron with other west coast lumbermen will 
represent us at March 29 hearing. Sorry could not personally be present. 
JoE BICHER, 
President, Daugherty Lumber Co 


CoTrTaGE GROVE, OREG., March 28, 1956 
We earnestly request you do everything possible to have ICC Service Order 910 
governing the movement of loaded cars of lumber suspended as this would dis 
rupt our customary method of marketing lumber forcing us to hold lumber for 
onger periods of time. Throwing financial strain on us with possible period of 
layoff for our employees. 
SKELTON LUMBER Co., 
HARRY SKELTON. 





EUGENE, OREG., March 28, 1956. 
Request review and suspension service order 910. This order injurious to 
great number small mills and wholesalers whose business based on transit selling 
Service order issued without hearings and is not satisfactory answer to car 
shortage. 
LOVEGREN LUMBER Co. 


CORVALLIS, OREG., March 28, 1956. 
Railroad service order 910 discriminates against small operator dependent 
transit shipment; offers no real solution car shortage. Request consideration 
J. W. RANDALL, 
Randall Lumber Co 


CORVALLIS, OREG., March 28, 1956 
Do you understand both sides of the question involving service order 910? This 
order will be injurious to a very large percentage of mills, wholesalers, and re 
tailers. Request you withhold this order for hearing in Oregon. 
THOMPSONS SEVENTH STREET MILL. 


EUGENE, OREG., March 28, 1956 
Transit selling essential our mill. Urge suspension order 910 which was issued 
without hearing because it eliminates most efficient method selling transit creat 
ing higher costs and shorter car supply. 
CuDDEBACK LUMBER Co., INC., 
By 8S. A. CUDDEBACK. 
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EUGENE, OREG., Varch 28, 1956. 
Re wire 27 contents noted. Fully informed delegation en route. Market 
lreadyv seriously affected Dimension off $5 per thousand. Regards. 
SHAMROCK LUMBER Co., 
CHELSEA H. BROWNE. 


DALLAS, OREG., March 28, 1956. 
Request help to cancel ICC Order 910 


Seriously affects our competitive posi 
tial ind method of selling 


Service order will not eliminate car shortage. 


GoDSEY LUMBER Co. 


CORVALLIS, OREG., March 28, 1956. 
Transit selling is essential to most west coast mills. 
vill seriously demage them. 


canceled 


ICC Service Order 910 
This order must be held for hearing in Oregon or 


WESTERN LUMBER Co, 


CORVALLIS, OREG., March 28, 1956. 
ICC Service Order 910 will cut the throat of the average west coast mill. 
l'rgently request it be reviewed and canceled or withheld for hearing in Oregon. 


» 


3-G LUMBER CO 


ROSEBURG, OREG., March 28, 1956. 
The ICC Service Order 910 is a smokescreen to ruin competitive small lumber 
producers who use transit shipping methods as a means of selling their products 
‘his order will not noticeably improve the boxcar supply and it will definitely 
disrupt all mills and wholesalers who are transiting their lumber as a means 
of disposing their products. At least let’s bring it out in the open and let’s have 
i public hearing on the order. 


CONSOLIDATED MILLING CORP. 


SEATTLE, WASH., March 28, 1956. 
We wish to protest against the Interstate Commerce Commission Service 
Order 95-910, railroad operating regulations for movement of freight cars. We 
request you endeavor to get a postponement as we feel this is a discriminatory 
action pushed through without due hearings by a highly organized minority of 
the lumber industry consisting of large lumber mills who are opposing progres- 
sive merchandising by the unorganized majority of the industry consisting of 

smaller mills and wholesalers. 
GRAY LUMBER & SHINGLE Co., 
Wholesalers, organized in 1919. 


DRAIN, OrEG., March 28, 1956. 
Urge you do all within your power to have ICC Order 910 canceled. Transit 
selling essential to our mill. 


NosBLE GRAY PASS CREEK SAWMILL 


Rosesure, Orec., March 28, 1956. 
We are wiring in protest to special ICC Service Order 910. We feel this order 
is very discriminating and will seriously affect our business as an independent 
sawmill and lumber products operator. We urge action to be taken to have 
this order suspended or postponed until all the facts can be presented. 


GREEN VALLEY LUMBER Co. 


PORTLAND, OREG., March 26, 1956. 
The ICC withont conducting public hearings and without consulting most 
iffected persons and organizations has drawn up ICC service order No. 910 to go 





AMENDING INTERSTATE COMMERCE AC' Ze 


he advice of only the WCLA 
Southern Pacific Railroad. The alleged purpose of the « 


I 
shortage by speeding up delivery of cars 


uto effect April 9. This was done und the 
rder is to alleviate cat 
to destination However, the facts ar 
e transit Cars go faster to destination than others 


ind statistics have been con 
d and show this to be so 


Lhe 


e 
Chis transit business is the life of th 
| 


ot onlv merchandises his stock fast« mit also gets a better price by 
s would give an unfair advantage to the producers in Canada where this re 


ition is not in effect. We therefore ask that you contact the ICC and get the 
postpone the regulation until a public hearing can be had in Portland where all 
1 parties, including small producer Wholesalers, Connecting railroads 
in be heard It is absolutely inperatlve that the order be pw poned i 
ses such a grave and immediate danger to the s 


mall producers Will you 
ease advise us of whatever action you take in t ; 





UNITED LUMBER ¢ om 

} oR Va / 
i ir attention ine ed to ICC Orde Nt +S 910 da d March mo. to be 
ctive April 9, 1856, vering railroad operating regulations the movement 
londed freight cars This order ostensibly to relieve the national f1 il 
tage Hlowever, we feel it is directed against large part of the ¥ 
ngaged in wholesale and distribution, also small and medium-sized manu 
irers Who are not members of lumber manufacturing trade associations 
ring regulations such as order No. 95-910 We feel 1 orde he re f 


mmendations of groups representing the mit 


request vou do all possible to postpone effective date of this ICC’ Order N 

O10 ntii leariz can be ot wted on behalf of other nterested partie 

ICC Order No, 95-910 goes into effect April 9 present channels of distributior 
lumber will be disrupted resulting in damage to many and benefit to fev 
want our chance to be represented in this matter 


\\ 
\\ ¢ 


STAR LUMBER (¢ 


Io ENI OOREG Varch 23, 1 


«! i 


We concur with telegram to you from 


, Dougherty Lumber Co. March 22 per 
taining to ICC Service Order No. 95-910 


~— | 
The service now provided by railroads 
enables smaller sawmills to compete with larger 


tremendous volume sh 


sawmills 


as indicated by the 
ipped in transit at lower shipping costs to sawmills ! 
vielding greater returns as retailers can but transit cars with certainty of exact 
lumber content and guaranteed delivery dates for which they are willing t 
pay and do paya premium. The transit market is the smaller mills market. Serv 
ice order No. 95-910 is discriminatory and in effect outlaws principal market of 


smaller operators. Consider that transit cars are loaded out quicker, contain 
appreciably more lumber per car and that during car shortages delays en route 
nsignificant. Results of this order will increase loading time, decrease lumbet 
content per car as benefits from shipping in transit restricted. This order appears 
nother effort by one segment of our industry to produce competitive advantages 
rr larger mills. We urge its suspension. The smaller 


retailers have not been heard. 


¢ 


mills, wholesalers and 


E. H. RosBpins, 
Vanager Timberland Lumber Co 


EUGENE, OrEG.. March 23, 1 
Re Interstate Commerce Commission Service Order No, 95-910 } 


ia) Lee ] “Hed 
effective April 9, 1956. We feel that this order is discriminatory toward ourselves 


and other small mills and transit lumber wholesalers upon whom we depend 


r our livelihood. We feel we are entitled to a hearing before the IC(' be 
this order is put into effect 


ore 


CUDDEBACK LUMBER Co., IN¢ 
By 3S. A. CUDDEBACK 
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MILTON, OreEG., March 23, 1956. 
Request you urge postponement of ICC service order 910 until further hear 
ings. Ruling discriminatory and will adversely affect lumber operations in this 
area ’ 
HARRIS LUMBER Co 


MILTON, OrEG., March 23, 1956. 
Strongly protest ICC service order 910 reference transit shipments and urge 
postponement pending further hearings. Feel ruling discriminatory against 
medium: and small lumber operators. 
NATIONAL Woop Propucts SALES, INC. 


Coos Bay, Orec., March 23, 1956. 
Regarding order 910 of the Interstate Commerce Commission regarding the 
transit shipping of lumber. Suggest you either do something about it or give the 
Big W and a couple of other operators all the rest of the timber in Oregon 
and stop the prolonged agony this will enforce on the smaller operators. We 
have difficulty enough procuring timber without having the Government cause 
us this further hindrance in shipments and sales. The transit operator is 100 
percent beneficial to the small operator. We still, combined, employ more people 
and ship more lumber than the combined output of the big operator. We go 
on record as against order 910 and demand action on your part. It may be a 
cold November 
BLUE Ox Strups, INc. 
T. W. Kitkey, President 


LUGENE, OrEG., March 26. 1956. 
ICC service order 910 is smokescreen to ruin competitively small lumber 
producer who uses transit shipping only means selling product. It does not 
help car supply and overlooks railroads whose responsibility is to supply cars 
Request your help. 
'TIMBERLANE, 
R. B. TAyYtor. 


SAN FRANCISCO, CALIF., March 24, 1596. 
At concluding session of annual meeting today, membership of Western Forest 
Industries Association, composed mainly of lumber manufacturers in West 
ern States, expressed their astonishment at Interstate Commerce Commission 
procedure in issuing service order 910. Without apparent consultation with 
the hundreds of small mill operators in Western States, Commission through 
service order 910 threatens disruption of normal marketing procedures. Many 
small mills fear loss of market outlets. Many small operators question apparent 
ICC belief that order may help relieve car shortage. Clearly order needs care 
ful reconsideration in light of facts and timber industry economics. Member 
ship formally resolved to request ICC to suspend order 910 and to continue 
suspension at least until ICC has held public hearing in western Oregon and 
study hearing record. Further resolved to seek aid Governor Smith and Oregon 

congressional delegation 
LEONARD B. NETZORG, 
icting Berecutive Vice President. 
Western Forest Industries 


MEDFORD, OREG., March 24, 1956. 
This company believes that service order 910 by the Interstate Commerce Com 
mission is being discriminatory against small mill operators and transit shippers. 
30th are a necessary and vital organ of the lumber business. We wish you 
would put forth every effort to have above order rescinded or at least modified 
to expire by August 31 this vear 
ALL TREES LUMBER Co., 
HALE GREENMAN, 
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MEDFORD, OREG., March 24, 1956 
fhis company believes that service order 910 by the Interstate Commerce Com- 
mission is being discriminatory against small mill operators and transit shippers 
Both are a necessary and vital organ of the lumber business. We wish you would 
nut forth every effort to have above order rescinded or at least modified to expire 
by August this year. 
TAYLOR Bros. LUMBER Co., 
M.A. TAYTOR 
Ishland, Oreg 


PORTLAND, OREG., March 23, 1956 

We respectfully urge your support in postponing effective date of ICC Service 
Order 910. This order will bring extreme hardships on an important part of 
the lumber industry. This order discriminates against transit shippers, both 
mills and wholesalers, as well as thousands of retail yards who rely on this method 
of doing business. We believe a hearing should be available as soon as possible 
to provide a compromise solution for the anticipated car shortage that wil 
tect both the mills and wholesalers from financial hardships 


| pro 


OREGON PACIFIC LUMBER Co 


MARCH 23, 1956 
ReUrTel car service order 910.) Am checking into this problem with ICC and 
will advise as soon as report is receiy ed 
Regards, 
WAYNE Morsrk, United States Senator. 


Mr. Dana MecBarron, Chapman Lumber Co., Grants Pass, Oreg.; Mr. Clyde 
Crenshaw, Dancren Lumber Co., Medford, Oreg.; Mr. J. P. O'Neil, Shamrock 
Lumber Co., Eugene, Oreg.; Teague Lumber Co., Eugene, Oreg.; Jacobsen Lumbe1 
Co., Eugene, Oreg.; Mr. W. J. Browne, Stoneyford Lumber Co., West Eugene, 
Oreg.; Mr. W. A. Swanson, Springfield, Oreg.; Mr. Joe Bricher, president, 
Daugherty Lumber Co., Cottage Grove, Oreg.; Eugene-Willamette Lumber Co., 
hugene, Oreg. 


GRANTS PAss, OreG., March 22, 1956 
Feel that ICC service order 910 works untold hardship on large percentage of 
imber shippers not represented by WCLA. Would appreciate all efforts you 
extend in accomplishing a postponement of this order until a hearing can be 
arranged that will allow this previously unheard group an opportunity to pre 
sent our views. Appreciate your phoning Greenwood 6—-6671 collect if you feel 
it will help to get personal viewpoint how it affects one shipper. Best regards. 


CHAPMAN LUMBER Co., 
DANA MCBARRON. 


Meprorp, Orec., March 28, 1956 
We are very much opposed to ICC Service Order 910 effective April 9. Appar- 
ently this ruling was pushed through by the large operators in their efforts 
to purge the small mills and it almost kills small operators’ method of merchan- 
dising their lumber. Having lumber in transit is about the only way small mills 
can compete pricewise with larged mixed-car shippers. Railroad men here in 
authority advise that this ruling will have little or no effect in alleviating the 
annual ear shortage on Southern Pacific lines. We plead that you use your 
authority in getting a postponement on this ruling until after hearing is called. 

Respectfully yours, 
IYANCREN LUMBER Co. 
CLYDE CRENSHAW, 


EUGENE, Orte., March 22, 1956. 
Reference ICC Service Order 910. Please investigate as this order works a 
terrific hardship on the small sawmill operators and wholesalers in the State 
More transit time is needed to properly merchandise small mill production 
Would appreciate your efforts. 
SHAMROCK LUMBER Co 
J. P. O’NEIL. 








KM UGENE, OreEG., March 22, 195¢ 


is a Singular order directed to 


ce Order 910 transit 





] ( shipments, a method of merchandising SO percent of the output of the 
nia ler mills I} order is only a partial attempt to meet the problem relating 
0 ( he minor factors contributing to seasonal car shortages, and results ir 

mpeti ed Iva ge to the sinaller operato hn favor of larger operators 
No oppo! nity iS give to those direct ffected to be heard prior to publish 
ng of tl cle n s the Governor of Oregon’s Emergency Car Suppl 

( Nn itte consulted This order if ea d out as written will result in chaos 

ld { ‘ y iblished no ul cl ne f lumber distribution, We 
re 4 sk your ¢ 1M l rescinding or postponing the above service 
er until the facts can be heard. Can we depend upon your support? Please 

se bv col] t ire 


UGI OREC VWareh 25, 1956 
Protest 1¢C Order 95.910 as discriminating against small business under guiss 
‘ ng car shortage. This order was promoted by a few big lumber cor 
! d stops an effective marketing procedure that both mills and retaile 
ive epended on fora number of vears 
JACOBSEN LUMPrER Ce 
| ()} VWareh 23, 1956 
WW rn st Interstate Commerce Commisstio Service Order 95.910 
| operating regulations for the movement of ided freigh is rh 
t n is deplorable since it was passed without represeutati 
tl ple ffects most. Please endeavor get postponement until the fu 
eftte f e order can be determined at a hearing as we believe it will result in 
he in the lumber industry 


W. J. BROWNE. 


STONEYFORD LUMBER Co., 
West Eugene, Oreg 
SPRINGFIELD. ORI ~ March 23, 1956 


Believe vou should investigate ICC Service Order No. 95.910 regarding transit 


arloads of lumber. I am satisfied that this order is dis 


riminatory to trans 
imber wholesalers and to small mills who are 


dependent on them for sales 
WALTER A. SWANSON, 
Springfield, Oreg. 


RoseburG, Orec., Varch 28, 1956. 
Strong] recommend retentions ICC service order 910 which should 
extended to cover abuses of car detentions and delay in grain movements bb) 
Commodity Credit Corporation and private shippers Also strongly urge 
port and passuge Senate bill 2700 


ulso 


All loopholes should be closed in every w 
possible to avoid delays and abuses of rail cars by 


minimize threate! ed car shortage Also urge all possible efforts toward building 
new boxciurs 


i\ 


shippers and/or railroads 


EARL M. BLEULE, 


General Sales Manager, Roseburg Lumber Co 





PORTLAND, OREG., March 24, 1956 
ICC Service Order No. 910 effective April 9 should have been enacted long ago 


We are convinced that the car shortages that have plagued both shippers and 








railroads of the Northwest jue past can be contributed lars ty to the transit 
lumber shippers heretofore able to utilize long routes and other devices to slo 

delivery while securing orders Millions of feet of lumber are warehoused in 
box ars pending sales at no cast to the shinners We helievye further that TCC 


Service Order No. SSS limiting rs of lumber are allowed to remain 
at diversion points pending diversion orders should be reenacted, Oregon cannot 
afford a boxear shortage tl 


Respect fully submitted 


THe JeEwerr CAMERON LUMBER CORP., 
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PORTLAND, OREG., March 24, 1 

Request your urgent support of ICC Service Order 910 designed to ar 

ply line with 8S. 2770 which you sent me earlier this month 

Phe ICC order couid be further implemented by imposing the 7z-hour 

diversion points Headline tonight’s Oregon Journal “Rail Order Said oO 

Lumber We cannot agree \ll help needed to alleviate impending 

ortage affecting not only our own Oregon lumber industry but general economy 

} nation e 

Lit pick ae 

JOHN MANN Coorer LUMBER Coa 
KANSAS Crry, Mo., March 27, 15% 

I » your support of ICC Service Order 910. Cireuitous slowdown routings 
prehensible and add to the annual car shortage which is costl » lumbe 
wer, dealer, and consumer Your help will be gre lv appreciated Re 

etfully, 

R. B. Wuire, Pre nt 
Youncalla Lumber ¢ 
EUGENE, OrEG., Mareh 28, 1951 
MeBarron’s committee now in Washington will explain our views and re: 
r opposition to ser\ ice order 910 
) W. J. BROWNE STONYFORD LUMBER C 
PORTLAND OrEG., March 28, 1905¢ 
NOT Z¢ ( he. \ to Wa G I rnearil Mr \¢ 
I IT] Lt ! rR Co ] 
EUGENE, O VWarch 28. I 
r te I rder 910. Will have representatives and stateme 3M 
s for your support. 
TEAGUE LUMBER ¢ 
I UGENE, OREG., Varch l 
t t our Wire regarding ICC order No. 910 As you have informe 
entatives are on their way to Washington and will arrive this eve 
i iring Senator Magnuson’s committee outlining our stand on this 


W. B. JOHNSON, 


Buge Willamett umber Co 


fi 


senator \Iors! . In the past day or tWO ] have talked LO many Oreo 

unbermen and Jam satistied that they make a strong prima facie cass 

ponement of the effective date of the order in order to atlord al] 
erested parties a hear Ing on the merits. 

| spoke about my breakfast conference this morning. I want you 
to hear the story before the day is over. Here are shippers, sawmill 
ittors. lumber brokers, here are men who have a common story as 
o the devastating effect on the small mills of Oregon of order 910. 
nt to say that before the Interstate Commerce ( issues 
Lorder like that, they ought to at least get their facts from the mouths 
- people w ho are going to be affected thereby. And they ought to 

elven them the benefit of a hear ing. 

In view of the fact that they didn’t, Mr. Chairman, it 1s my request 
and petit ion to this committee that this ¢ ommittee vive them a hearing 
and that this committee make clear to the Interstate Commerce Com- 
mission that it wants that order suspended until these people can be 

eard as to the effects of this order upon their business. 


Dost 


Ope a 


| 
Iw On LILISST( yt) 


of t 


1\ 
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lhe wording of the order is very plausible. The arguments that the 
Interstate Commerce Commission in the first instance will make—I 
know what those arguments are—sound very plausible because they 
point out that they are going to get cars back, they think, quicker under 
this order. 

Let me tell you, these lumbermen will tell you it plays right into 
the hands of the Southern Pac ifie Railroad, and it is LOIng to put the 
Southern Pacifie Railroad in a position where, by not so much sub- 
terfuge and indirection at that, they can take these cars, the so-called 
long way around, and they are not going to get the time saving that 
the Interstate Commerce Commission witnesses will tell you. And 
that is why I want these rebuttal witnesses put on the stand in regard 
to that, because I think that you can just make a sieve out of the argu- 
ments of the Interstate Commerce Commission officials on this matter, 
judging from what has been told me by these small lumber operators 
mn the State of Oregon. 

The problem, Mr. Chairman, is so serious and it has been presented 
to me in such convincing fashion that I feel it would be a mistake 
for the Commission to proceed with order No. 910 without having re- 
ceived the views of both sides. There fore, I urge this committee to 
communicate immediately with the Commission asking for a postpone 
ment of the April 9 effective date of the order in question. 


BOXCARS SHOULD NOT BECOME MOBILE GRAIN ELEVATORS 


Many people with whom I have conferred on the car shortage con 
tend that Commodity Credit Corporation shipments of grain during 
tha » period of high dem: and for boxears inte nsify the problem. 

For example, I am told that the inadequacy of permanent storage 
facilities in the Grain Belt has in effect caused large sums of freight 
cars to become mobile grain elevators. 

This in turn has caused delay in the transfer of such boxears to 
other parts of the country, including the Pacific Northwest. The 
complex problems of the freight-car shortage have been heightened 
by the fact that the demands for erain and lumber shipping space 
too often coincide. It is quite likely that the Government can estab 
lish periods of grain movement which do not conflict with the periods 
at which lumber shipments are the heaviest. 

Senator Scnorrret. I might say, if the Senator does not mind my 
breaking in—— 

Senator Morsr. I welcome it. 

Senator Scuorpret. With reference to this freight movement in 
these cars, we have had considerable complaints presented to us, those 
of us in the grain area, on this very situation. On numerous occasions 
the Senators have gone into it in the hope for some different relation- 
ship, shall I say, some different method of handling their shipments 
out of these storage places be at other times rather than in the peak 
loading time that we are confronted with at the harvest season by 
the advent of the combine. And it has caused serious dislocations. 

Obviously I can see where in a number of instances, probably thous- 
ands of instances, the problem that the railroads are confronted with 
is that the railroad cars are used for storage units in transit to these 
places and piling up in some of the yards, necessitating embargoes in 
some cases. 
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Senator Morse. I am glad to have that testimony, Mr. Chairman, 
cause it is identical with information that has been presented to 
me by shippers. And there is another phase of it that I haven’t had 
ime to run down yet, and I wasn’t going to comment on it, but in 
view of your comments I will comment on it and we can find out what 
the facts are. 

It has been represented to me that we have another problem with 
he Commodity Credit Corporation in regard to grain shipments in 
that they refuse to let grain be moved in trucks that are going back 
empty, we will Say. 

A truck leaves Portland, Oreg., and goes to St. Paul, Minn., then 
voes back empty and goes by the ¢ ‘ommodity Credit Corporation stor- 
ige elevators and bins. But the Commodity Credit Corporation, I am 
advised, has a policy of requiring that the grain be shipped by freight 
car, by boxcar, and not by truck in many instances. 

If that is true that is a great waste of transportation facilities. I 
im for subsidizing the railroads to the extent that they need to be 
subsidized to give the people of this country adequate transportation 
service. 

gut [am not for that kind of a subsidy if the facts are as they have 
been alleged to be in representation to me. 

I think we ought to find out what the Commodity Credit Corpora 
tion does by way of regulation in connection with any shipment of 
erain in trucks, and under what circumstances, if any, they prohibit 

shipment of grain in trucks and require the shipment only by 
uibied. 

Insofar as the demand for grain shipping space amplifies the short- 
ive of rail transportation for lumber, an indirect solution might be 
worked out through an accelerated Federal program of increasing 
erain storage facilities coupled with a more realistic plan for dis- 
posal of our surplus grain to hungry people in friendly foreign nations. 

It seems to me that the committee could explore to the advantage of 
public, ship pers and the railroads themselves, some of the following 
snuecestions relative to car short: ages: 

(1) Increase demurrage charges to discourage delay in car move- 
ments. 

(2) Reduce toa minimum empty cars held for loading. 

(a) Place embargoes against consignees who accumulate cars, 

(4) Repair defective cars promptly. 

(5) Load cars promptly and as heavily as possible. 

(6) Increase the supply of new cars. 

In conclusion, I suggest that the Government has perhaps relaxed 
ts vigilance of former years in the field of railroad en cnnee 
The time appears to be opportune for closer analysis of the whole 
subject of real transportation. 

Our economy is becoming too complex to permit extended delay in 
this respect. ‘There is much to be gained by a determination as to 
whether existing freight handling practices of the American railroads 
is eflicient, economic, and in the interest of the American public. 

The Senate Committee on Interstate and Foreign Commerce can do 
immeasurable good in calling to the attention of Government agen- 
cles and the public the adverse economic effects of the constantly re- 
curring freight-car shortages and in suggesting affirmative action on 
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the part of the carriers and the Federal Government in correcting 
this condition. 

Mr. Chairman, I deeply appreciate the opportunity to make this 
opening statement. I want to say to the committee that I shall meet 
with the committee In executive session at its convenience for further 
representations as to what I think needs to be done in connection with 
either public or executive hearings with some oflicials of the Interstate 
( commerce Commission in regard to some ot these problems, because I 
dont want to take the time at this hearing to do the examining that I 
desire to do. 

I serve notice now that I am going to ask the Interstate Commerce 
(‘ommiuttee for permission to have « alled before it some of these Inter 
state Commerce Commission officials for some questions that I want to 
put to them at a later date in regard to this problem, because I cannot 
emphasize too strongly—and I speak for my colleague as well—what 

ippening to the economy of the State of Oregon, with lumber its 
No. 1 source of economic income, What is happening because of this 
constantly repeated boxcar shortage. . 

It means millions of dollars to the people of my State. And I don't 
intend to sit by in the Senate idle and let that cost accumulate to the 
taxpayel ;, the people of my state. 


hey have the right to a remedy from the Congress of the United 


States, and Iam going to make a fight for that remedy. and I am going 
to insist 1n the first instance that the Interstate ( ‘ommerce Commission 
officials be brought before us for a thorough consideration of this mat 
ter in executive session, If it is the pleasure of the committee. or 
publ ession at a later date if that 1s your desire. 

Thank you very much. 

Senator Scnorepren. | will say to you, Senator Morse. that t] 


matters will be brought to the attention of Senator Ma 


mediately upon his return, and your rquest is noted in the record. 
. ] ; . . Ls : 


rhuson 1m 


( 


I appreciate having your views in this matter this morning. 

At this vuncture in the te timony [ want to submit for the record 
letter dn ed to me, as acting chairman of this hearing today, by 
Senator Milton Young, who is in favor of S. 2770 as set forth in 


the communication. 
(The letter is as follows:) 


UNITED STATES SENATE, March 28, 195t 
Hon. ANDREW F. SCHOEPPEL, 
United States Senate, Washington, D.C 

Dear ANDY: It is my understanding that the Senate Interstate and Foreign 
Commerce Committee will conduct hearings very soon on 8. 2770. 

Farmers in my State are very interested in this legislation. For years we 
have been plagued with a drastic shortage of boxcars during the harvest season 
This was understandabie during the war and the years immediately following 
However, there is no reason for this situation to exist today. It is impossible 
to estimate the financial loss to farmers caused by this shortage of boxcars 
and the resulting inability to get their grain to market. 

This bill, I think, will be of some assistance in correcting this situation. I 
am hopeful, therefore, that your committee will act favorably on 8. 2770 

With warmest personal regards, 

Sincerely yours, 


Mitton R. YOUNG 
Senator Scuorrren. Senator Case, we will be glad to hear you on 
this matter now if you desire to be heard. I know you have some other 
matters that you want to attend to. 
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STATEMENT OF HON. FRANCIS CASE, A UNITED STATES SENATOR 
FROM THE STATE OF SOUTH DAKOTA 


‘nator Case. Mr. Chairman, I appreciate this opportuni ity to pre 
ent a statement with this committee in support of bills aimed at allevi- 
iting the boxcar shortage situation. 

The problem of distribution of boxcars is a recurrent one. It is 
tied to periods ot high business activity, to years ot big farm Crops 
id varies from section to section around the country. 

In checking back through the records I find that in almost every 
vear since 1947, following the war utilization machinery that was 
set up, the problem has been brought up and discussed in some way or 
nother and bills and resolutions have been offered in both the House 
and the Senate. 

- more recent times, the situation came to the point where last 

imer this committee held hearings for 2 days on the subject. 

‘The problems in my State are those of boxcars for grain aun 

cal during the times when last year’s grains are being moved from 
( c stocks and when the current crop is being harvested. The prob- 
lems are those of originating lines where loadings materially exceed 


care 


nloadinge's. 
It has been said that shortages occur because it is cheaper to rent 
irs than to own them. As lone as a railroad can rent cars to meet its 
peak loading demands, there is no incentive to provide itself with 
sufficient cars or its fair share of the pie stock. | 
One ap proach to the prob lem is the per diem charge a that 
ncorporated in the bills unde1 snr now. The incre: ss deen be 
ficient to cover, fairly and fully, the cost of car elie 
At this time I would like to call the attention of the committee to 
S. 3509 which I recently introduced. In addition to —— this 
wuthority to the Interstate Commerce Commission in time of emer 
ceney or threatened emergency, this bill calls for a veined demur- 
age charge to protect the shipper. 
This reverse demurrage system would operate at the same time as 
the increased per diem che arges. The bill would give the necessary 
thor ity to the Commission to determine the charges necessar aig 
The latter part of the bill dealing with car rentals, per diem, and 
car hire follows the lines of those requested by the Commission. The 
rtion concerning the reverse demurrage charges is a new approach. 
Reverse demurrage could have two very good effects. One, it would 
provide a form of protection and compensation to the shipper who 
had bona fide loadings and who properly orders the cars from his 
-erving line. Second, it would operate at a time when the increased 
per diem rates were effective so it would pass the additional charges 
on to the line holding the cars, thus placing the additional charges 
directly upon the responsible line. 
In South Dakota losses are suffered from the shortage of boxears 
many ways, most Important of which is the blocking of elevators, 
thus disrupting a farmer’s delivery schedule. This can be extremely 
important, particularly if he is selling direct from the combine. 
It would also give some form of compensation to the — itor who 
woul l have to dump erain in the open on the ground, thereby suffering 
losses from contamination and spoilage. 
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Safeguards would have to be written by the Commission to protect 
the rail lines from unethical shippers who might seek to infringe upon 
the reverse demurrage system. 

Action is essential. Hundreds of letters and telegrams in my office 
from years past indicate the problem is recurrent and serious. 

I urge the committee to give consideration to the bill to provide for 
the increased per diem, car rental, and car hire problem, as well as 
the reversed demurrage charges to provide some measure of protection 
to the shipper in cases where he is being taxed for the inability or 
lack of desire of the transportation system to correct faults that exist. 

[ would like to make a bit of comment and call attention, by way of 
emphasis, to a portion of Commissioner Clarke’s statement which has 
already been presented. At page 3 of his statement, he said: 

Car shortages occur because a few railroads consider it cheaper to rent cars 
than to own them. With the earning value of an average freight car many times 
the current per diem charge of $2.40, the temptation is strong among certain 
railroads, and especially those having little or no ownership, to appropriate the 
equipment of other carriers for their own use, 

I want to comment that the word “temptation” is not strong enough. 
It is practically a command from a fiscal standpoint that if you can 
rent a car for a per diem of $2.40 a day, that they do that rather than 
build an adequate number of cars. 

Mr. Clarke said: 

So long as a railroad can fulfill its common carrier responsibility with rented 
equipment, it has not economic incentive to provide its fair share of an adequate 
ear supply. 

In fact, Mr. Chairman, the incentive is entirely the other way. And 
he is correct in saying that the inevitable result is that an adequate 
supply is never acquired. 

Then he says, and I suppose this is for the Commission : 

We believe that the best long-range cure for this unsatisfactory condition is a 
penalty per diem charge that will furnish a pecuniary spur to deficit railroads 
to acquire sufficient cars at least to take care of their own loading obligations 

In 1951 I introduced a bill in the first session of the 82d Congress. 
It was S$. 1018. I will not read it all but would like to insert it in the 
record. It reads 

That paragraph (14) (a) of section 1 of the Interstate Commerce Act (49 
U.S.C. 1 (14) (a)) is amended by adding at the end thereof the following: “The 
Commission shall, in establishing the rates of such compensation, take into ac 
count the then current replacement cost of the equipment for the use of which 
the compensation is to be paid, and shall revise such rates from time to time in 
order to refiect increases or decreases in such cost.” 

Then, on the 22d of March this year, legislative day March 19, 1 
introduced in the second session of the 84th Congress the bill S. 38509, 
which was designed to supplement the bill which the Senate Commit 
tee on Interstate and Foreign Commerce is considering, that is S. 2770. 
by Chairman Magnuson. My bill, S. 3509, would be a little more 
specific and would introduce another feature in the authority which 
the Interstate Commerce Commission would have by inserting im- 
mediately before the last sentence of such paragraph 15 a new sentence 
as follows: 

In addition to any other action which it may take under this paragraph, 
when the Commission is of the opinion that a shortage or threatened shortage of 
cars has created an emergency or threatened emergency in any section of the 


“are 
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ountry, the Commission, in accordance with such regulations as it shall pre 


scribe, (i) may require, in any case where a shipper has made a bona fide 


requisition of cars and has cargo awaiting cars, and the serving carrier does not 
furnish the requisitioned cars within 10 days, that the carrier pay to the shipper 
i reverse demurrage at a rate determined by the Commission 

At that point I want to make a comment. This reverse demurrage 
system would operate at the same time as the increased per diem 
harge. ‘The bill would give the necessary authority to the Commis 
ion to determine the charges necessary. That is a different proposal, 
[ think, than the blanket author ity that would be proposed by S. 2770. 

It should be noted that the ship per would have to make a bona tide 

“quisition and shuuld have ea reo awaiting the cars. And that the 
carrier would have 10 days to get the cars without the reverse demur- 
ive being effective. It would put some teeth into the situation so that 
there would be a real effort to provide the cars. 

In addition to that, S. 3509 suggests, second, that the Commission 


ay require, in any case where a shipper (including the United States), after 
recely ing a car by requisition, holds such car for uSe, or uses such Car as a ware- 
house or storage facility— 
such as this temporary warehouse or storage facility that Senator 
Morse mentioned 
hat the shipper pay to the carrier owning the car such per diem penalty as the 
mmission may determine; 
{hat is, We ought not to permit shippers, either, to use the cars for 
varehouse facilities to the detriment of the shipping as such. 

Third, that the Commission may provide for the routing of traffic in such man- 
ner as to insure the minimum per diem use of cars to destination; and (iv) may, 
if a carrier has foreign cars on its lines, assess against such carrier such charges 
(in addition to the care-hire, car-rental, or per diem charges, or mileage rates 
then in effect) as in the opinion of the Commission are reasonably calculated to 
relieve such shortage or threatened shortage by promoting the expeditious move 
ment, distribution, interchange, or return of cars, and the additional charges 
shall be paid by the carrier using such cars to the owners thereof. 

Phe fourth clause is somewhat analogous to the provisions of 8S. 2770. 
Phe portion concerning reverse demurrage is a new approach. It 
could have two good effects. One, it will provide a form of compen 
sation for the shipper who has bona fide loadings. 

Second, it would operate ata time when increased per diem rates 
were effective, so that it would pass the additional charges on to the 
lines holding the cars, thus placing the charges directly upon the 
responsible line. It seems to me that you have to give the Commission 
the authority to make any charges effective and make them fit at a 
place where the responsibility rests 

Mr. Chairman, I would like to complete my presentation by offer 

ng for the record a tabulation on boxcar loadings for 1955-56 to date, 
as far as we have it in March. 

The figures on the ownership, the weekly loadings, the average dail 
surplus and the average daily shortages. I might just say, by way of 
mention here, that the average daily short: ages for 1955 were 5.264 as 
against the loadings and the ownership. 

Senator ScHoEprEL. We will include those in the record. There 
have been inserted other figures into the record. I do not think that 
there will be entirely a duplication. 

Senator Casr. I don’t want to burden the record, if there is a dupli 
cation. 
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Senator Case. I doubt if there Is i ny othe) } roblem with which this 


ttee deals which has the porential of contributing to the 


mic welfare of certain industries as this legislation may. ‘The lun 

tuation which the Senator from Oregon mentioned exists to a 
xtent in South Dakota. We have a considerable Gimbei Luis 
n the Blaek Thills. The short: ve problem «tfects that, too. But 


! riiary inter ce of course, Is South Dakota ncar loadings, cal 
ortaves, is that which grows out of the agricultural industry and. 


} 


the chairmen so very aptly hor al. since Thre advent of the combit ( 
e problem of car shortages has a new significance in my state. 
When you harvest with combines it means that the grain comes dow? 
elatively short iod of time. We don't do very mucl: shoc! 
a rertivery snore period of time. e qaqont ado very mu SLO 


reshine any more, and much less thresh out of stacks where thre 
tin harvest was spread over a long period of time. Conibines are 
heavy burden at a particular period of time, It takes planning 11 

es, but it first of all takes the cars. You just can’t, by routing 


gvely used in the harvesting of all of these small grains. That means 
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alone, provide the cars unless the cars are available. If they are di 

verted to other haulings because some railroads find it cheaper to rent 

them than to own them. and if they are used as warehouses rather than 
carriers, the shortage can never be met. 

Vherefore, I do app ylaud the efforts of this committee to attack the 
problem, and | hope you come up with some legislation, with some 
real teeth in it, that will ¢ rive the Commission the effective methods 
and instruments with whie h to meet the situation. 

Senator Scuorepren. Thank vou for your presentation here this 
morning, Senator Case. 

I might say at this juncture, I think it is apropos that some reference 
should be made to it, from the standpoint of the Midwest and the mid 
western railroads. I have frequently had it drawn to my attention, 
both as a member of this committee and in connection with my respon 
sibilities in the United States Senate, that a number of these railroads 
in the great op TE al areas have built a lot of new cars that are 
grain-type cars, all out of proportion to what the buil ling of new cars 
has been in ieee sections of the United States. 

They get these cars, which are often tied up in other areas. During 
these periods of mass movement of agricultural commodities it does 
place mp railroads that have built grain-type cars, who have them 
available, ina rather embarrassing and diflicult position. 

We have felt that there should be some approach to solution of ge 
prob — It obviously is not exactly chargeable to the railroads i 
cert 1. of the areas that indulge in the oreatest movement of aver 
cult ad products. But they find themselves caught in this mesh where 
it is ¢ ina to rent a car than it is to build it, and the agricultural see 
tion of the country ge ecumad: in asqueeze on this. 

I think these hearings will probab ly be very helpful, together with 
some findings and some investigations that we can make as to how the 
CCC has been handling these matters and could handle them if they 
take these things into consideration. 

Senator Cass. I want to thank the chairman for that statement be 
cause it shows that he has a realization of a very important aspect of 
the whole problem. 

Senator Scuorpre.. I thank the Senator. 

Senator Mansfield, you are No. 1 on the list, but I understand you 
were detained. We will be glad to hear from you now. 


STATEMENT OF HON. MIKE MANSFIELD, A UNITED STATES 
SENATOR FROM THE STATE OF MONTANA 


Senator Mansrietp. Mr. Chairman, and members of the commit- 
tee, I am delighted to appear before the committee in behalf of S. 2770 
because I believe that this bill if it becomes law will give the Inter 
state Commerce Commission the authority to meet a seasonal crisis In 
the wheat-producing areas of the Nation, which has become more seri- 
ous over the vears. 

Each year as the grain harvest of the late summer and early autumn 
vets underway, Senators and Congressmen of the farming States are 
flooded with telegrams protesting the shortage of boxcars to carry the 
erain to market. 

The car shortage has become worse each year and the serious- 
ness of the situation is felt the most during the harvest season in Mon- 
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tana. Elevators soon fill to capacity and additional storage space is 
iot always available and the end result is that much of the grain 
ust be put on the ground until it can be moved. 

This year the shortage of boxcars was at its worst. Daily shortages 

boxcars in excess of 12,000 were being reported in the last week of 
October by the Interstate Commerce Commission. Each year as this 

ituation comes up the usual protests are made to W ashington. 

After a little time and after proper inquiries are made, the boxcar 
tuation improves to a degree. This approach to the proble m should 
ot be necessary each year. There needs to be more flexibility in the 

terstate trathe of boxcars to meet seasonal demands. 

In addition to the situation among the wheat farmers of Montana 
this annual boxcar shortage affects the livestock industry of the State. 
\ll railway lines find themselves unable to meet stock-car require 

ents in Montana during the pe ak of fall marketing in the months of 
September, October, and November. 

This is a serious matter for the stockmen of the State. Many larg 
hipments that were contracted for delivery on a certain date or ie 
vere ready for shipment were delayed for several weeks or even a 
ionth in some instances. On occasion sales had to be made subject 
yavailability of cars for loading. 

& rompt shipment from the lvestock mont is vital to those who 
ake purchases there. Several days’ delay in loading out purchases 

iy not only 1 npar their value but also their _ alth, particularly 

s many ¢ iho bei ‘ing marketed at that time of ve: 

“ht 1S generally understood that this boxear 1 is largely due 
to two tactors: The retirement of boxcars exceeds the rate of new-car 
nstallation and in recent years there has been a movement of cars 
from the northern lines to the Southwest in order to facilitate the 
vheat movement in that area. 

In the latter case, I think that you will find that there is almost as 
much grain to be moved in the Northwest as there is wheat being har- 
vested in the Sonthwest. It is my impression that the railroad sys- 
tems are allowed a great deal of arbitrary action in routing the cars, 
the size and condition of the boxears. 

The situation during the 1955 harvest was aggravated by an ex- 
eedingly heavy movement of freight, a big demand for lumber cars 
on the west coast, a truc +k strike on the west coast. settled before the 
1955 harvest and delays in unloading cars at os points. But 
the main fact still remains, “There are not sufficient ¢ 7 

Figures released by the Interstate Commerce Siecsiiadiatine have 
made it very clear that the retirement of old boxcars exceeds the or- 
ders be ing placed for new ones. The number of boxcars on July 1, 
1950, was 734,901, dropping to 716,617 boxcars on July 1, 1954. Dur 
ng the 3-year period 1952-54, inclusive, 68,204 boxcars were retired ; 
orders for only 31,771 cars had been placed. 

Several years ago the railroads were granted a tax amortization 
as an incentive to replace old boxcars and add new ones. According 
to the figures I have just mentioned, it seems to me that the railroads 
are not taking advantage of this opportunity to increase the sup ply 
of boxcars. Instead they are reaping profits because of preferential 
treatment intended to promote better service. 

Under existing circumstances, the only answer to this problem is 











{} I CO il AC 1 
tO Tores | (| is] MT DON rs ¢ ring pe ods of emervency o} 
threatened emergency. Phe bill introduced by the di tinguished chair 
y of th ‘ ttee. NJ \] onuson, would @ive the Interstate Co 
merce Comm ( the nece ry authority to do ju t that. 

J. M. Johnson, acting chairman of the ICC. has sa d that one of 
ce = oo A, : Peg oo = rs ce @ provision o the Ih 

‘ he lack of eifective means to spur and stin 

Uiate railroad nto greater actly CV in times of cat shortage or threat 
( por 

Thea Optio of the ar ndment as tated n this bill would give t} 
Com! ( fhe necessary power to meet the eme reencies that occ 
each \ r during the harvest. The railroads seem to need an addi 
tiona lucement to make greater efforts in moving and handling 
freight cars, the provisions of this bill will do just that. This pre 


posal would speed up service and would discourage concentration 21 
ra f b XCars, 

Mr. Chairman, I wish Lo male an ad tional } oint before bring ( 
this statement to a close. Ina ldition to the localized problem, I a 
very concel ed over the effect this boxcar shortage might have on ow 
national defense if we should find ourselves in a elobal or localized 


Ina New York Times article. August 10. 1955. a committee of con 
sultation on railroad equipment estimated that the railroads should 
add 60,000 new freight cars a year to meet the country’s needs in the 
event of full mobilization. In a report submitted to the Office of De 
fense Mobilization, the committee said that in the first 3 years of a 
full mobilization, the country would need at least 215,000 more freight 
ears of all types than it had had at the end of 1954. These figures are 
for all types of freight cars, but it emphasizes the seriousness of the 
snortave. 

The boxear shortage is not a temporary problem. It reoccurs yea) 
after year, disrupting the economic life of the Northwest, and, in fact. 
most parts of the country. This will continue to reoccur unless legis 
lation along the lines set forth in S. 2770 is enacted. 

In conclusion, I want to thank the committee for the opportunity to 
appear in behalf of this bill and I hope that it can be reported to the 
Senate in the very near future. 

Senator Scuorerre,. Thank you very much, Senator Mansfield. 

At this juncture I want to introduce into the record a statement of 
the Honorable Lee Metcalf, Member of Congress, who would have 
been here to testifv but has been detained on other official dutie Ss and 
responsibilities. 

(The statement of Representative Metcalf is as follows :) 


STATEMENT OF HON. LEE METCALF, FROM THE FIRST DISTRICT, 
STATE OF MONTANA, A MEMBER OF THE HOUSE OF REPRESENT- 


ATIVES 


I appreciate this opportunity to support S. 2770, which I believe 
would help alleviate the perennial shortage of railroad freight cars. 

Your distinguished chairman is to be congratulated upon introduc 
ing this bill to give the Interstate Commerce Commission authorits 
to impose additional charges on railroads hoarding freight cars b 


longing to other lines when there is, or threatens to be. a car shortage. 
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retary Ralph Miracle, of the Montana Stockgrowers Ass 
savs last fall’s shortage was “particularly critical im stock car 
loubtedIy occasioned economic loss to the livestock ind stry 
r State 


Phe perennial s shortage Is due 1h palt to the fact that the nuniber 


of boxears in this country vas ings 06 il Phe total on last July J 
as oo conipared with 734,901 on poe 1, 1950. During the 
vear period 152-54, the Commission says 68.204 boxears were r 


tived while only 31,771 were ordered. I understand the railroads now 
e placed substantial ord 's for more cars. 

Part of the shortage is due to the fact that during such an eme 
gency too | wn V Cars be lo noing to one railroad are bein le used by othe 
vhen the V are badly needed On the oem line. As ot last Augi sh 15, 
for exam ple, the Great Northern Railway had only $1 percent of its 

rs On its line. The others were In use somewhere e] 
profitable for the borrowers to hold onto Great Northern cars and pay 
e 82.40 per diem charge. 


se and t was 


Operating under S. 2770, the Interstate Commerce ¢ oes pte could 
raise the per diem charge for use of borrowed—in time of emergency 
xr threatened eme rgency—to the point where the sy woul bai returned 
promptly. I believe the Commission shoul d have thi ithe rity. 
Whether r is used or not, | believe its presence in the cealiades would 
pe d up the return of borrowed car and might even encourage thi 


railroads to order more cars 

Senator ScuoerreL. Senator Neuberger has not appeared as yet. I 
und rstand he will be he re shortly. In his absence I desire Lo ¢ 1] 
Russ Fryberg, of Eugene, Oreg. 

Is Mr. Kryberg here / 

( No response. ) 

Senator Scuoerren. Then I shall call Aaron Jones, of Eugene, next 
Chen I shall enll Mr. Kelsay hext, providing that Senator Neube lg 
has not appeared. 

You may proceed, Mr. Fryberg. Do you have a prepared 
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STATEMENT OF RUSS FRYBERG, OF EUGENE, OREG. 


Mr. Fryperc. Mr. Chairman, we rushed out so fast that we don’t 
have our prepared statement. It will come later. 

Senator Scnorrre,. When it comes it will be inserted in the record 
is you desire. 

Mr. Fryserc. Our group has just arrived from the west coast. Al 
though we appear separately, we felt that it is imperative that we be 
here on the car shortage problem. 

As shippers on the west coast, we are hit the hardest by the cart short- 
ige. For example, last year at the peak of the shortage the national 

ar shortage was only 8 to 10 percent while our shortage in Oregon 
was LO to 50 percent. 

Our smal] group, which appears here, repre sents a — thi: at ships 
‘lose to 114 billion feet of lumber a year, amounting to around $68 
million. Beeause bill S. 2770 attacks one of the basic reasons for car 
shortages, improper distribution and lack of car building and repair 
by the railroads, we certainly advocate its approval. 

[ can speak personally as a member of the Governor’s Emergency 
Transportation Committee which I served on last year, that bill S. 
2770 has been discussed in that committee and it was passed on as be- 
ing advisable to be put into effect. 

Now | would like to refer to service order ICC Service Order 910, 
which Senator Morse mentioned would be ineluded in this. This 
order in essence asks that the present system of railroads handling 
transit cars of lumber be discontinued. In the attempt to solve the 
ear shortage the ICC has allowed themselves to be drawn into an 
interindustry fight between the big mills and the transit shippers by 
issuing service order 910. 

secause of probable misinformation they have brought out an order 
which discriminates in favor of one shipper against the other. 

Now, as a background I would like to mention what is a transit 
car of lumber, because probably a lot of people in the East are not fa- 
miliar with it. <A transit car of lumber is one that is provided by 
the small mill to a local wholesaler. It is then shipped to a diversion 
point in the Midwest and sold once it is in transit. 


How does this function? The transit cars are gathered together in 
a lumber train at the first division point between railroads. They 
gather a complete train of lumber. If they have to make up 80 or 


100 cars, they wait until they have 80 or 100 cars of lumber in one 
train. Then they start that lumber train moving east by the most 
direct route. During this period all other trains have priority over 
this lumber train and can pass it. 

I would like to point out, while this train is moving to the diversion 
point they are sold to customers in the East and Midwest and differ- 
ent areas. Immediately that car is pulled out of this lumber train 
and placed in priority service which goes on east. 

What does this transit type of system mean to the small mill? 
The present small mills with their high costs of stumpage and labor, 
it is practically an economic necessity for them. They are not lke 
the big mills who can inve ntory millions of feet of lumber and draw 
from them at will to fill orders. 

The average mill, as Mr. Kelsay and Mr. Jones will tell you, has 
just about enough storage space to put one car of lumber and that is it, 
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Onee they start running the lumber through the planer, it has to 
nove into the boxcar and it has to be shipped. It cannot sit around. 

In line with that, this transit type of shipment is actually a help 
to the car short: ive beenuse it can be proven that these mills load LS 
to 20 percent more lumber in ‘iste cars than other methods of dis 
tribution. Also, during times of car shortage the time that it takes 
from aetual billing from the mill to the time the car is diverted 
only 3.8 days. 

Phe present system provided by the railroads is more or less a safety 
valve for the shipme nt that does not sell in that 3.8 d: LYS. 

The savings incurred by the present system are more than offset by 
the economic disability that would be caused by this service order. Or 
der 910 jumps right into the middle of this inter industry fight. It is an 
ittempt by one group in the lumber industry to legislate against 
inothe iT. 

In the past we have had our hassles within the industry and settled 
them. But this is the first time that any phase of our industry has 
tried to legislate the othe rout of busine ASS, 

Those who use transits are in favor of them. Those who consider 
transits as their competition are not in favor of them. But both 
rroups, Whether against transits or for them, readily admit and agree 
hat transits are economically justified methods of merchandising 
lumber. They supply a definite need, especially insofar as a small pro- 
lucer and small retailer are concerned, 

Senator ScHoerpvrer. Might I break in to ask: Has that been the 
general custom that they follow’ I have been informed that it is. 

Mr. F'rysere. The transit type of lumber for the small mill / 

Senator SCHOEPPEL. Yes. 

Mr. Fryperc. Yes sir: it is. It has been carried out for many years. 

lo eliminate transit selling by service order 910 would, overnight, 
create an avold: ible ec onomiie de} yression In humerous pi rts of ( Jregon: 
i rsely affecting mill aioe loggers, and anybody affected by the 
lumber industry. Even the farmers in Oregon will be affected, be 

ause one of their best crops nowadays is timber. They have learned 
how to take the timber off of their farmlands, that they used to burn 
ind sell to the small mills. 

They do not sell to the big mills but to the small mills. If the small 
uill is affected, the farmer is affected immediately, also. If transits 
ire justified, it behooves the lumber industry to use the system of 
moving transits, as it offers the maximum utilization of cars and 
keeps the costs of transportation handling at a minimum, and at thi 
same time allows a continuation of the transit-type selling. 

The most efficient method of handling transits is the service now 
provided by the railroads. This system allows the car to move into 
regular service as soon as diverted. This method is knocked out by 
ervice order 910. W hy should the ICC issue an order eliminating 
this efficient method which saves the most car-days and yet permit 
legal circuitous routings which no shipper would require as long as 
the pre sent system is in effect. 

I will give you an example. A car of lumber moving out of north 
west Oregon today under the present system of lumber trains, moves 
the most direct route which is S. P. to Ogden; Union Pacific to 
Council Bluffs. T wish I had a map to show you that that is the most 
lireet route inthe United States for moving out of Oregon. 








( er the service order, 11 this service orde, goes into effect, ther 
are certa legal tariif routes which are left open to the shipper Ol 
Luil be} One « I ( (es leva) POULe ; Lii¢ Aariil 1s i 
Pea ON AO ul ul the Hon Or LOULS, Mo 

| 4 lip it ( ) ne to oO ¢ this DusiIs move Ove 

LYZ 1 les furth cs AY CIply th Dy aAVOUNCG VOULUU transit curs 
vear al d you Cah see how much mW leag Is added to Cars, lf any 
{ Out « IS Thiteunoe., L1SO. ONCe. AS | pointed out be 
ore, lh the Girec! method of the Jumber tra n. once the car is diverted 

pulled out of the lumber service and put immediately into the 
i t route 

[ ler the only available routine left to us, under the service order. 
which is this long routine ar und the Sake even though we would 
divert the car, let’s say in ‘Texas some place, it still has to continue 
to} e on that rout Lnd it wouldn’t help it at all. It cannot be 
moved into more dire rvice because the tariff provides it has to 


move aiong a certain way. 


1" — + 4] ‘ +] } 
senator SCHOEPPEL. W hia avout the cost of that service, m addi 
tio? to your delay facto 
\f | TT) ; e 43 ie ‘ 4h oe 
Mr. J “RY BERG. The cost factor of the transit Lhe cost factor ol 


the transit would be this: With a new service order there would be 


higher demurrage. there would be higher costs which in turn would 


vo back to the mill. We figure that it would amount from $2 to $4 
a thousand cost out of the mill’s pocket. 

Phat may not sound much to a big mill, but the small mill in Oregon 
today many times is existing on a $2 to $4 margin, and pass $2 back 
to the small mill in Oregon and be i is practically out of business. 

Service order 910, as I pointed out. is discrimination against one 
phase of the lumber shippers in favor of another. It must be pointed 
out that this order does not hit all shippers in the United States. It 
refers to one single segment of an industry. And I have never heard 
before a service order being brought out hke that which hit. 

All of the service orders that the gentleman when I walked in was 
making note of. last year, were approved by the shippers. They were 
approved by an Governor’s emergency transportation committee. Be 

cause they were general ship ping orders which actu: ally had the intent 
to improve the car situation. 

But this order, 910, has only one intent. A rose by any other name 
is just aimed at the small shipper in Oregon. It sounds very innocuous 
because you look at it and it doesn’t mention the lumber industry. 

3ut as any railroad man will tell you, it is the only industry that uses 
this transit method to such a degree. 

Because of this we request that the ICC order 910 be rescinded o1 
suspended until a hearine can be held. It is a matter of not going oft 
half-cocked and calling everybody a bunch of names and saying it 
should he put out. Let us have a hearing by t] ie io. As far as Wwe 
know, not one individual group on the West Coast was asked about 
this service order. 

If it were a general service order that would be different. 't specif 
ically picks out a phase of our industry. Our industry was not even 
questioned on it. The mill shipper, the wholesaler, the WFIA, 
anyone, was not required to make any statement on this. 
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I would like to point out again that last vear. on the Governor’ 
ergency car short: age committee, this very issue Was brought up. 
fact, there was a proposal before the committee. a motion made and 
seconded, iar with the identical words to service orde r 910. 
On this committee in Oregon, which is comp! ised of ship a there 
very body : Ther 2 were th eoralhl pec ple, seed peo ple, "ayy y peop ile. 
AFL representative, CIO, farmer re present: ative. a cee r repre 
ates representative from the University of Oregon, and a 
freight advisory expert. 
Those people were all in Oregon, Oregon shippers, and mainly net 
tral. They had nothing to do with the lumber problem. But after a 


thorough discussion of this resolution which was ide ntiea to servi 
rder 910, it was voted down. The reason it was voted dow nb \ Ore 
On Ss ippers IS that Ci they felt th il the 1) insit bre ble is 


during a car short: age Was not important enough to warrant an at 
tack by legal n ethods; and secondly, they felt that the transit system 
of merchandising of lumber in Oregon was too important to the small 
mills to again discriminate against them. 

Senator ScnorrreL., I might say that we have here present in the 

‘aring—you were probably here when he eatin, Mr. Clarke of the 
l C. who will ae what your position is with reference to hearings 
nd with reference to suspension. 

Mr. Fryverc. | would like to talk with him later. I feel that once 

get together on this problem that it can be solved. I don’t feel 
hat any order should be put in which it does not weigh the economic 
mportance of it. Again on the face of it, it sounds like it may save 
lavs. We feel that the increased loadings and the fast turn 
er during car shortage will offset it. Even if it doesn’t, the economic 
pheaval il) Oreeon should be certainly considered. 

As Senators you certainly wouldn't legislate a business completely 
ut of the field just because it would save some small item in the bill. 
j motives behind service order 910 are practically to destroy Tie 
wail mill. I don’t think we should put up a smokescreen to cover 
the actual facts of the ear shortage. Why attack one group of ship 


rew Care 


pers ¢ Whv hnof taek the ba 1c problems ‘ Let’s h nild more cars 
Let give the IC wthopitv to oe | ee » build more cars, at 
ve them the : authority to repa inthe ears tl are now on back order. 


The facts will back it up. that there are more cars 01 frie order at 
inv one time than are ever in transit in lw nber. head that wit be 
borne oul At one time last vear ft there were close to 1 0) K) on 

back order. As I understand it. the ICC needs strength to Sos ree ‘the 
iilroads to vel those cars in i pair. Work on weekends 1f ther ha 

to. It is a national emergency. They have to put full crews on et 
ret them repaired and get them out of there. 

We would like to point out that as far as we can discover I men 

oned that no one in the industry was asked about this service order. 
It is most important that the order be suspended until a public hearing 

an be had. 

We have another problem in Oregon, as long as we are on the general 
freight-car shortage, because again I want to mention that we have 
1 40- to 50-percent car shortage where the Nation h: . an &- to 10- = 
cent car shortage. ‘Those facts ean be borne out by the ee 
\ssociation of Railroads’ report of last vear. 
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Many mills have told me, “For gosh sakes, let’s have the national car 
shortage average and we will be happy.” We have a 30- to 50-percent 
car shortage in Oregon. 

One of the biggest reasons we discovered in our investigation last 
year on the Governor’s car shortage committee, is that it was improper 
distribution. And improper distribution is one of the biggest factors 
in causing Oregon to have a 30- to 50-percent car shortage. The Pub 
lic Utility Commission brought out proof that the car shortage in 
Washington areas and the car shortage in California were not as bad 
is Oregon because it seemed that California was getting more cars in 
discrimination against Oregon on this. We discovered inequities in 
the distribution of cars within Oregon at competitive points. These 
are all things the ICC should investigate. And if they are true they 
should regulate them and take care of them. I can’t see why we should 
have a 40- to 50-percent car shortage when the rest of the Nation has 
less. 

I am going to have to refer to my notes now in just a minute, and see 
if there is any concluding statement. Again, we made these all on 
the plane in coming out. It is awfully hard to get the information 
together. 

That will conclude my presentation, Mr. Chairman. We have other 
members of the lumber industry here to tell their side of this story. 

Senator ScuorrreL. Let me ask you a question. For the benefit of 
the record, your name is Russ Fryberg, of Eugene, Oreg. ? 

Mr. Frypere. Yes. 

Senator ScHoErreL. State for the record your official position and 
your business ? 

Mr. Fryperc. I am partner in the Timberlane Lumber Co., which 
has sawmill ownership and wholesale the product of the small mill, 
and I am still officially a member of the Governor’s emergency trans 
portation committee of the State of Oregon. 

Senator Scuorrret. I would like to ask you another question. I 
assume that you or some member of your organization or your group 
have been in contact with the appropriate members of the ICC. Did 
the ICC give you any reasons for issuing this service order 910 with- 
outa hearing / 

Mr. Frynerc. We have not received any. The actual issuance of 
the order came out approximately the 19th of this month. We just 
heard about it about the 21st. Before we could get ourselves organ- 
ized—it was Friday of last week and Monday and Tuesd: ay we were 
getting ready. We wired the ICC and asked our shippers to wire 
the ICC to get this statement carried. 

Senator Scuorepren. That is the first notice, I take it, that you or 
members of your group received ? 

Mr. Fryperc. It is the first notice. I uppe: ared before the WFIA 
convention, a western forestry association, in San Francisco, which 
Is Compr ised of mi: ny lumber ship pers. Mr. Jones stood up and asked 
if any one of the lumber ship pers had heard of this order. No one 
had heard of it. There might be one exception, and maybe the West 
Coast Lumber Grading Bureau in Oregon may have heard of this. 
As far as we know they may not have, also. At least they gave no 
one any notice of 1 

It more or less hit the industry completely out of the blue. I would 
like to mention one other thing with this: According to the present 
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terpretation, if the service order is hot suspended until we can get 

hearing, all cars presently rolling in transit, which amounts to 
thousands, will be affected by the order. They will no longer be able 
to be shipped and used in the present transit system. 

I have never heard of a law—maybe Tam wrong and maybe I don't 
now enough about law—which can be retroactive on cars that are 
ilready rolling. That will have to be cleared up. 

Senator ScHorrre.. [| think vou indicated a moment ago that you 
ntended to confer with members of the ICC. I suggest that you do 
at. 

Mr. Frypere. That is why we fiew out here. 

Senator ScHoerre.. It is a problem that obviously rests with the 
Interstate Commerce Comission. I am sure that they will be hapy 

i } 


»\ 
to go over the matter with vou and with vour representatives in 


i 
regard. 
Mr. Fryperc. We want to be sure to put our thoughts before you 
ommittee also, Mr. Chairman. 
Senator Scuoeprer. That is quite all right, and that is why we are 
glad to have your statement im the record, 
it, as: and when your prepared statement comes 1h, if you desire, it 
vill be incorporated into the record. 
Mr. FryperG. Once we get these notes organized we will have a 
repared statement. 
Senator ScHorerren. Thank you very much. 
Senator Neuberger, we will be glad to hear you now. 
I understand that you have a prepared statement. 


STATEMENT OF HON. RICHARD L. NEUBERGER, A UNITED STATES 
SENATOR FROM THE STATE OF OREGON 


Senator Neuspercer. Mr, Chairman, first I want to thank you for 
taking your time on the eve of Good riday and the Easter recess 
to hear the very real problems of many of the people from my State 
ind region. I want to add the observation for the record that youl 
patience in this is characteristic of what LT have observed of you in 
the vers short time I have been privileged to be “1 Member of the 
senate. 

I have a statement. I am not ong to read the entire statement 
because I do not want to presume upon your time or the time of peo 
ple who have come 3,000 miles to appear here, 

Senator Scmorprer. Let me say that the statement will go into the 
record in full, and vou may elaborate on it in any way that you desire, 
senator. 

Senator Neupercer. Thank you very much, Senator Schoeppel. | 
appreciate that. I want to paraphrase a few things and emphasize 
my opinion of this car shortage and some of the ancillary issues which 
confront us. 

Mr. Chairman, let me say in opening my remarks that I was espe 
cially pleased when the distinguished senior Senator from Washing 
ton, and the chairman of this committee issued his news release early 
this week announcing that the scope of this hearing would be broad. 
encompassing anything that has a direct bearing on the Nation’s 
chronic boxcar shortage. 
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I understand that among the group most seriously hurt by the box 
car shortage, the lumbermen of Oregon, an impression had unfortu 
nately become wide: pread that this hearing vi ould he narrowly restrict 
ed CO the subject of penalty per diem p ivments as proposed in ». 2o770. 
Senator Magnuson’s news release earlv this week clearly and unmis 
takably indicated the scope of this hearing in the following statement : 

I am concerned over rumors that are reported to be circulating among shippers 
in Oregon, particularly those in the lumber industry, to the effect that the March 
29 and 30 hearings will be limited strictly to the subject of penalty per diem 


charges 


These rumors are entirely unfounded and are wholly incorrect. They are 
not the result of any information supplied by the Senate Committee on Inte) 
state and Foreign Commerce 

The March 29 and 30 hearings will cover not only S. 2770, but also the general 
subject of freighi-car shortages, including those in the lumber industry in Oregon 
The committee welcomes and urees the testimony of Oregon lumber shippers 
on their problems relating to the inadequacies in freight-car supply. Any Oregon 
shipper desiring to give oral testimony should wire the committee immediately 
The hearings will be broad in scope and will include evidence on the subject of 
individual shippers problems. 

I aim sure many lumbermen from Oregon appreciate this reassuring 
statement and, although unable to attend this hearing, will be most 
anxious to submit written statements for the record, which the distin 
euished chairman hasso generously invited by agreeing to hold the rec 
ord open until Friday. April 6. 

Words of approval and appreciation are merited by this conmittee 
for holding the hearing at this time of the vear. Shippers have voiced 
complaints much earlier this year than normally. If the crippling 
boxcar shortage of last vear can be avoided by earlv action, stimulated 
by the constructive effort of vour committee. Mr. Chairman, they will 
have performed a great service for the lumber industry, backbone of 
Oregon’s economy. 

I do not want to take valuable time this morning that should be 
devoted to testimony from people who have come here to speak from 
first-hand experience. I made a brief statement on the freight-car 
shortage at vour hearings last Julv. TI need not repeat those remarks 
at this time. To supplement my previous testimony, there is just one 
thing. however. to which I would eall the attention of this committee. 

Oregon hopes were raised and optimism grew apace when announce- 
ments were made last vear that orders for new freight cars included 
a $91.435.000 order placed by the Southern Pacific, a system exercising 
a rail monopoly in western and southern Oregon. These hopes have 
fallen some because of the possibility the new cars may become mere 
replacements for those cars badlv needing repair. 

I suggest. Mr. Chairman, that the ICC closely scrutinize the prac- 
tices being followed by the railroads in their withdrawal of old freight 
ears from service. Unless the total number of freight cars increases in 
reasonable proportion to the millions spent. any expression of optim- 
ism is premature. 

The Southern Pacific has asked for and been granted the privilege 
of Federal tax assistance in this multimillion dollar purchase of new 
freight cars. Surely the purpose of such generous public assistance. 
amounting to 85 percent of the cost in 5 vears. should do more than 
provide new cars at bargain prices. The industries, the businesses, 
and the consuming public dependent on increased boxcars, have every 
reason to share in these benefits. 


h 


en 
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\t this point in the record, [| would ask the Chairman's consent to 
ive entered in the record of this hearing an Associated Press dis 
teh bearing a Washington dateline of March 19. 
Phe press dispatch is as follows :) 


TAX WRITEOFFS TOTAL MILLIONS FOR NORTHWESTERN Firms 





VASHINGTON, Jlarch 1 Phe Southe) Pacific Co., San Francisc Sunda 
ned Federal tax assistance to buy 891,435,000 worth of railroad freig 
ne of the largest equipment purchases in the 5-venr history of the de 
expansion program 
Che Office of Defers Mobilizatio ied eertil ‘ f nece | ‘ 
the railroad to write off in depreciati : percent Of thie st ino years 
Federal-tax purposes 
r certificates were issued to these railroad compa Union Pacific 
ad Co., Omaha, for a S2ZO173.500 treight-car purcehas (‘hes peake & 
Cleveland, a $49,000,000 purchase; Missouri Pacific Railroad Co., St. Louis 
$11,609,400 purchase; Boston & Maine Railroad, Boston, an S8.963,400 pun 
and New York Central. New \ k, diesel locomotives 
eral other railroads also received certificates for small nmmounts of me 
nment 
her certifients Wiis Issvled 0 he \pp lachian Elect! rower Co au 
ng the tax benefits on 65 percent of a projected S62.840,000 outlay 
ON’ venerating facilities Len te Va 
(ot) utilities that botsvine thie ti peri eve headed hein It bDistri 
a's SS.SOS,000) } W¢ Pe TE ( (Cherokee County 
» ye ! Ind & Micl n | t cs $10,465,000, tra SI 
Indiana, ¢ t J 1 P ‘ ae | ht Co. S GOO. ge 
( ] 1 q < l | iil Lo { rich 4 fo ’ | 1 ( 
S13,S70.869, generating facilities in Kiama ( nty, Orne 65 percent 
( list | vf { sil Mi ( | it t ] 
ly ne viven thi probler oy rej il Ort 1) | i 
1\ rt Wa recenti Live Oyect OF len, A ee... hh)? { 
j { ( \ ) } - rit | re 
i { LIke 4 i of - Cite ] Oo | ie | ( 
point hn my s Li i ' 
j ( oli 2 i ic llows ) 
Le AR Sie ‘ | \\ 
Western Oregon lumber shippe face ih ¢ ul 
s year than | veal Cc] Soe guso ~ ‘ Vise! f 
ortation, predicts 
Vvear S hort + ¢ WilS the Worst il} hi tory B Cert i or, Tlie si) hel l 
Railroad was able to supply the lumber mills wit half he boxca 
ieeded 
In spite of that, the SP hauled a ree a1 Z mids of 1 
ern Oregon, which was 1,100 et] | pre ‘ rd of 1 i 
\ makes Ferguson so gloom 
LUMBER DEMAND GROWING 
In the first place, he points out the situation is bad nationally This 


irted out with an average daily surplus of only 10,340 cars, compared wit! 


9.910 a year ago 


The fact that the Federal Government is promoting more home coustru 
result in an increased demand for lumbe1 And that means more box 


vill be needed 


Last year’s boxear shortage in western Oregon started late in May. Ferguson 


redicts i¢ will come a month earlier this vear. 


The SP has 1,400 boxcars in storage in western Oregon how, with more comilg 
So things look good for the next 2 months But Ferguson foresees troul'l 
tein April when the grain movement begins 
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WITH US EVERY SUMMER 


The Governor’s emergency transportation committee asked Ferguson last year 
» try to find some way in which one or more railroads could be influenced to 
compete with the SP in southwest Oregon, Ferguson plans to complete this report 
In another month 

“The boxcar shortage, which probably will be with us every summer for a 
ong time, worries Ferguson. 

“What would we do if war came?” Ferguson asks. “The railroads now can’t 
iandle peacetime shipments.” 

One idea is to have the Government build boxecars, which could be used both 

time of war and in times of seasonal boxcar shortages. Ferguson likes that 
dea 

Ferguson will be in an odd position in 11 more days, when he appears before 
he Interstate Commerce Commission in Washington, D. C. 

OPPOSING RATE INCREASE 

At that time, he will represent the 11 Western States in opposing the pro- 
posed 1 percent increase in railroad freight rates. 

The railroads will say that they want the rate increase so they can build 
more boxcars. 

Ferguson wants more boxcars, but he says the long-established pattern is for 
them to be financed through the railroads’ capital rather than through rates. 

He knows it will be hard to convince the ICC that the 7-percent increase 
shouldn't be granted. But the Western States are firm in their belief that 
blanket freight rate increases are hurting the West's economy. 

Ferguson wili argue that every blanket rate increase make it harder to sell 
western goods in eastern markets 

Mr. Chairman, there is one thing that relates inferentially to Mr. 
Harvey's column. Railroads do not come out and say it baldly, but it 
is apparent that they are reluctant to invest vast sums in rolling stock 
that will move over the Nation’s rails only during the peak season of 
the year. 

Shouldn’t this fact be faced and shouldn't a way be found to take 
care of the need at a seasonal peak? Should railroads be permitted to 

place a damper on an economy completely dependent on its ability to 
een raw materials and manufactured products swiftly, dependably, 
and promptly? Certainly one should ask, if under these conditions, 
they should be eranted rapid tax amortization certificates? In the 
more competitive realms of our economy, business and industry con- 
tinually gear themselves to the necessity of handling peak loads. 

Mr. Chairman, I have said frequently, in talking to those who have 
voiced their complaints on the annual boxcar shortage, that the answer 
obviously is to build more cars. The many problems brought before 
this committee at this hearing would never be enunciated if there were 
plenty of boxears. 

In closing, Mr. Chairman, let me add that this is particularly true 
as concerns some of my constituents who are testifying here today. 
They are to be introduced by my very gracious colleague, the senior 
Senator from Oregon. They are asking to be heard in reference to 
the recently announced service order 910. 

Mr. Chairman, I have not discussed this order with the ICC, and but 
very briefly with these gentlemen here today. From many of their 
fellow lumbermen I have received wires and letters: some protesting 
order 910, others supporting it. T will leave to you the determination 
of which point of view is right, after you have heard the facts. I do 
think that the committee shoul | consider the adv isability of request- 
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ng the ICC to grant a hearing in which the opponents and propo- 
nents of this order could express their respective opinions. Until that 
time. they should consider the justification for post poning the date of 
the order's activation. 

This one thing may be immediately concluded: If there were suffi 

ent freight cars, no order 910 would be needed, and many, many 
man-hours of the time of extremely busy people would be saved. 

With the conclusion of my statement, Mr. Chairman, [ would sub 
nit for part of the record this morning a copy of service order 910 
ind the statements both pro and con relative to it. 

[ am opposed to 910 order for many of the reasons Mr. Fryberg 
letailed. I want to say this about the car shortage. On yesterday I 
ent a letter to Mr. Flemming, the Director of Defense Mobilization, 
which I am going to present for the record, and which it seems to me 
might be a key of the existing car shortage. 

| would like to read one paragraph of that letter. As you know, Mr. 
Chairman, the Office of Defense Mobilization is the agency which 
passes on the so-called accelerated tax writeoffs. 

(The letter referred to above Is as follows:) 


UNITED STATES SENATE, 
VWareh 28, 1956 
n. ARTHUR S. FLEMMING, 
Director, Office of Defense Mobilization, Washington, D.C 

Deak Mr. FLEMMING: It has been brought to my attention that your ageney ha 

ecently granted to the Southern Pacific Co. certificates of necessity for acceler 
ted tax amortization of railroad freight cars of the value of $91,485,000, and 
similar certificates in smaller amounts to other railroad companies. 

he availability of railroad freight cars is a matter of great economic impor 

ince to the State of Oregon, which seasonally ships great quantities of lumber 

nd other products across the continent. 

Boxcar shortages have frequently risen to the point of real crisis in recent 

ears, and this promises to be the case again this vear. I am concerned, there 

fore, that the policy underlying the accelerated tax amortization privilege, based 
n ODM certificates of necessity, be applied in a manner which actually adds to 
the total rolling stock available to a railroad new carrying capacity eom 
mensurate with the certified “necessity.” 

I am told that railroads are retiring many old freight cars rather than re- 
building them, so that the purchases of new cars do not really reflect actual 
gains in total capacity. 

I am writing you to inquire whether and how your office takes this factor into 
account, and what data you may be able to give me concerning the actual in- 
crease in capacity which will result from the purchase of the cars for which 
the Southern Pacific Co. was granted its certificate. 

It would, of course, be regrettable if the tax writeoff privilege merely made it 
possible for railroads to replace old cars with new ones more cheaply. I also 
wonder whether consideration has been given to a policy of granting certificates 
of necessity only on the net increase in the number of freight cars to be made 
by the purchase of new cars, rather than on the number purchased. This would 
be an incentive to repair and keep in service older cars, so as to ease the peren- 
nial Shortages, and would seem to be consistent with the purpose of the acceler- 
ated tax amortization program. 

I shall appreciate any information you may be able to give me on this ques- 
tion. 

Sincerely, 
RIcHARD L. NEUBERGER, United States Senator. 


In other words, Mr. Chairman, I do not believe that any railroad 
should receive an accelerated tax writeoff merely for replacing old 
cars. I believe that this privilege—and it is a privilege—should go 
only when the construction of new cars adds to the net total of ears 
that are available on that particular railroad system for its shippers. 
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[ want to say this, Mr. Chairman: I am very well conversant with 
some of the diffic ulties under which the r: tilroads have oper ated. 

For example, as a member of the Senate Public Works Committee. 

I was one of the Senators who voted to include in the Gore bill a re 
striction on the we joht limits of trucks that would Operate over oul 
new Interstate Highway System that would have been authorized ji 
that bill. I received a good deal of criticism from some of my frie ce 
in the truck he indus stry because I sup ported that provision in the 
Gore bill. 

The provision was urged by the railroads. I felt it was not unrea 
sonable because the trucks are competing with the railroads and the 
trucks operate on public avenues, whereas the railroads maintain their 
their own rights-of-way. 

However, the railroad industry cannot just have it one way. And 
they have certain obligations to the pub lic just as the true ke rs have 
obligations to the public. 

And I do not believe that these accelerated tax writeoffs should go to 
railroads when they merely replace old freight cat 

I believe that the railroads should have to demonstrate to the Office 
of De fe nse Mobilization th: at in qui alifying for an accelerated tax 
writeof!, which in a way is a bonanza from the Government, that th 
aati of the new frei sia cars in question will add to the total] 
number of freight cars operating on that particular system. 

Mr. Chairman, without my elaborating further I am going to sul 


e 


mit for the record a great many messages which T have recetved fi 
lu mbe industries, from representative citizens in my State, dealing 
wit ora ler 910, with the general _ blem of the freight-car shortag 
I than Ve can tell from the time you have presided over these heat 
ings that this is truly a critical matter in our State. 
! res} 5 _— ind death economic matter. 
Southwestern Oregon is » leading lumber-producing area of the 
United States. | beleve a Dous olas County and Lane Coun ty 1] 
Oregon produce more lumber than any other counties in the U nited 
Oa, TERRE 


They have in that area a railroad monopoly. The Southern Pacifi 
is the only railroad which serves that area. When there is a car short 
age the lumber industry. which is the number one industry in our 
State. is str: et And unless this car shortage can be alleviated 
fairly, whieh will be equitably to small mills and large mills alike 
the economic etal our State is very dark indeed. 

[ am not going to say any more to presume on your time but T do 
want to emphasize that I trust your committee will consider the gen 
eral matter of these tax writeofis, and will consider whether or not 


they should go to the railroad industry merely to replace old cars, or 


whether they should be reserved for those railroads which can demon 


strate affirmatively that they are adding to the total number of cars 
1 


hich the system has in operation. I want to thank you for your 


courtesy today. 

Senator Scnorppen. I think you for appearing here, Senator Neu 
berger. Might I m: ake this suggestion: We offered into the record a 
moment ago telegrams and statements by Senator Wayne Morse. | 
want to be absolutely fair about this. Should there be some slight 
duplications in telegrams would you mind having the reporter indi- 
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ite it in the record without the necessity of copying them, if they 
ould prove to be duplications / 
Senator Neupercer. | certainly wouldn't want to add to the expense 
volume of the record. 
Senator Scuorrret, They will all be entered into the record in due 
1d proper form. Il make that suggestion because it is quite likely 
ere are duplications. 
Senator Nreubercer. It is a perfectly reasonable suggestion. I 
ouldn’t want to have duplications. 
Senator SCHOEPPEL. Let the record show they W il] he introduced and 
epted into the record. 
The documents referred to above are as follows:) 


TITLE 49—TRANSPORTATION 
CHAPTER I-—INTERSTATE COMMERCE COMMISSION 


SUBCILAPTER A-—GENERAL RULES AND REGULATIONS 
PART 95—CAR SERVICE 
SERVICE ORDER VO 910 
Railroad Operating Regulations tor the Movement of Loaded Freight Cars 


\t a session of the Interstate Commerce Commission, division 3, held at its 
n Washington, D. C., on the 19th day of March, A. D. 1956. 
It appearing, That an acute shortage of freight Cars exists in all sections of 
e country; that the movement of loaded freight cars is being delayed sviely 
the purpose of gaining additional time; that present rules, regulations and 
es With respect to the use, supply, control, movement, distribution, ex 
ge, interchange, and return of freight cars are insufficient to promote the 
ost efficient utilization of cars; it is the opinion of the Commission that an 
gency exists requiring immediate action to promote car service in the interest 
he public and the commerce of the people. 
lt is ordered, That: 
9.910 Railroad operating regulations for the movement of loaded freight 


a) (1) No common carrier by railroad subject to the Interstate Commerce 
shall willfully delay the movement of loaded freight cars by holding such 
s in yards, terminals, or sidings for the purpose of increasing the time 
ansit of such loaded cars, 
2) Loaded cars shall not be set out between terminals except in cases 
mergencies or sound operating requirements 
3) Baekhauling loaded cars for the purpose of increasing the time in trat 
hall constitute willful delay and is prohibited. 
1) Through loaded cars shall not be handled on local or way freight trains 
r the purpose of increasing the time in transit of such loaded cars. 
>) The use by any common carrier by railroad, for the movement of loaded 
‘eight cars over its line, of any route other than its usual and customary fast 
freight route from point of receipt of the car from consignor or connecting line 
to point where delivered to consignee or connecting line, except in emergencies, 
r for the purpose of according a lawfully established transit privilege (not in 
nding a diversion or reconsignment privilege), is hereby prohibited 
b) Application. The provisions of this order shall apply to intrastate ans 
ferstate commerce 
) Regulations suspended—announcement required. The operation of all 
es and regulations, insofar as they conflict with the provisions of this order, is 
ereby suspended and each railroad subject to this order, or its agent, shall 
iblish, file, and post a supplement to each of its tariffs affected hereby, in b 
intial accordance with the provisions of rule 9 (k) of the Commission's Tariff 
ar No. 20 (141.9 (k) of this chapter), announcing such suspension 
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(d) Effective date This order shall become effective at 12:01 a. m., April 
9, 1956 
(e) Expiration date This order shall expire 11:59 p. m., December 31, 1956 


unless otherwise modified, changed, suspended, or annulled by order of this 
Commission 

It is further ordered, That a copy of this order and direction shall be served 
upon the railroad regulatory body of each State and upon the Association of 
American Railroads, car service divison, as agent of the railroads subscribing 
to the car service and per diem agreement under the terms of that agreement 
and all other carriers by railroad; and that notice of this order be given to the 
yeneral public by depositing a copy in the oftice of the Secretary of the Commis 
sion at Washington, D. ©., and by filing it with the Director, Division of the 
Federal Register 

“(40 Stat. 101, ch. 23; 41 Stat. 476, sec. 402; 485: sec. 418: 54 Stat. 901, see. 4: 
912, sec. 10; 49 U.S.C. 1 (10)—(17), 15 (4) ) 

By the Cotumission, Division 3 
Harotp D. McCoy, Secretary. 


(The above-mentioned telegrams to Senator Neuberger are as 
follows:) 
CorraGke Grove, Oreg., March 22, 1956. 


luterstaute Commerce Conimission Division 3 at its Washington, D. C., office on 
March 19 this year ordered that service order 95-910 be issued effective April 9, 
through December 31, 1956. This order gives the appearance of being an at 
tempt to solve the railroad car shortage but if put in effect will be highly dis 
criminatory against the small and medium sized sawmill operators by injuring 
the service now being rendered these mills by wholesale distributors such as our 
selves. If whoever lobbied this through were really interested in increasing car 
use why not cancel average demurrage agreements the allowing of cars to go 
out partially loaded and the letting of cars sit on mill sidings over Saturday and 
Sunday. The West Coast Lumberman’s Assocition does not represent the lumbe! 
industry but only the big mill operators Who dominate their membership. It is re 
volting to think that one segment of the lumber industry would press measures 
that are detrimental to another segment. 

We feel that 80 percent or more of the 2-inch framing lumber manufactured 
from Douglas fir is distributed by wholesalers who sell these cars while in tran 
sit and will result if this normal channel of distribution is disrupted. 

Please phone me collect advising what can be done to cancel this service order 
or at least delay it so that our side can be heard. Am sending this same wire 
to Wayne L. Morse so that you may want to contact him before answering 
Would appreciate hearing from one of you. 

JoE BRICHER, 
President, Daugherty Lumber Co. 


SEATTLE, WASH., March 28, 1956. 


As re manufacturers of rough-sawn lumber cut by 20 or more small portable 
mills from which approximately 100 Oregon families derive livelihood, we re 
spectfully request your efforts be directed toward suspension or extension of 
effective date ICC Service Order 910 pending further study and understanding 
of car-supply problem. As order now stands orderly distribution of majority 
home construction lumber will be disrupted and welfare of literally thousands of 
Oregon families irreparably damaged. 

J. M. ALEXANDER, 
President, Indianola Lumber Co. 


MiILTon, OreG., March 24, 1956. 
Strongly protest ICC Service Order 910 reference transit shipments and urge 
postponement pending further hearings. Feel ruling discriminatory against 
medium and small lumber operators. 
NATIONAL Woop Propucts SaAres, Inc 
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EUGENE, OreG., March 28, 1956. 
We request suspension of ICC Service Order 910 until a hearing and investi- 
tion has been completed. Dana McBarron and his group represent our views 
otesting Service order 910. 
QO. AND C,. LUMBER Co., 
CHARLES KITCHEL, Sd/es Manage 


SPRINGFIELD, OREG., March 238, 1956 
| believe you should investigate ICC Service Order No, 95-910 regarding tran 
carloads of lumber. I am satistied that this order is discriminatory to tran 
umber wholesalers and to small mills who are dependent on them for sales. 


t 


WALTER A. SWANSON 


EUGENE, OrbG., Jlarch 3, 1956 

We respectfully direct your attention to ICC Order NBR 95-910 dated March 
1956, covering railroad operating regulations for the movement of loaded 
freight cars. This order is ostensibly to relieve the national freight-car shortage 

it it appears to us that order NBR 95-010 is directed against those of us who 
re transit shippers of lumber from the State of Oregon. 

We transit shippers act as sales outlets for the smaller mill operators. We feel 
this order discriminates against important segment of our industry and has beer 
ssued partly as a result of pressure brought by one of the lumber associations 
whose membership consists mainly of the larger operators. 

If put into effect on April 9, 1956, order NBR 95-910 will seriously disrupt the 

rmal long-established methods of lumber distribution. We earnestly and re 
pectfully ask your help in having the effective date of service order NBR 
95-910 postponed until all pertinent facts can be brought before the proper 

mmittee or Commission so that companies and individuals concerned will have 
the opportunity to present every aspect of the problem involved 


EUGENE WILLAMETTE LUMBER Co. 
(Telegrams were also received bySenator Neuberger from the fol- 
lowing individuals and companies, which telegrams were also received 
by Senator Morse and which were inserted in the record previously :) 
Hodge Bros. Lumber Co., Grande Ronde, Oreg. 
Atlas Lumber Co., W. E. Schmitke 
J. W. Randall, Randall Lumber Co. 
Consolidated Milling Corp., Rose Burgorg 
Gray Lumber & Shingle Co., wholesalers 
Green Valley Lumber Co. 
Star Lumber Co. 
k. H. Robbins, manager, Timberlane Lumber Co., Eugene, Oreg 
Harris Lumber Co. 
Blue Ox Studs, Inc., T. W. Gilkey 
rimberlane, R. B. Taylor 
Leonard B. Netzorg, Western Forest Industries 
Oregon Pacific Lumber 
Chapman Lumber Co., Dana McBarron 
Clyde Crenshaw, Dancvren Lumber Co. 
Shamrock Lumber Co., J. P. O. Neil 
league Lumber Co. 
Clyde Crenshaw, Dancren Lumber Co. 
rhe Jewett Cameron Lumber Corp. 
fohn Mann Cooper Lumber Co. 
R. B. White, Yonealla Lumber Co. 
W. B. Johnson, Eugene Willamette Lumber Co. 











AMENDING INTERSTATE COMMERCE ACI 


I 

wt 
~ 

Oo 


STATEMENT OF AARON JONES, MANAGER, SENECA MILLS CO 
EUGENE, OREG. 


Senator ScHorrrpen. Mir, Aaron Jones, of Eugene, Oreo. Plea 
give your name to the reporter sill vour official capaci It\ in which yo 
appearimg here. 

You av pro eed as Vou clesire. 
Mr. Jones. First off, Mr. Chairman, I don’t have a written state 


ment because this was done since Monday afternoon. 

Senator SCHOEPPEL. You may proceed as you desire. 

Mr. JONES. My hame J Yaron Jones. | an partner and Mahnaver 
Seneca Mill Co. LT have an interest in Lukas Lumber Co. Tam on t] 
bourd of directors of the Western Forest Industries Association. I nt 


nlso a committeeman on the committtee of the West Coast Grad ‘ 
Bureau. 


Mr. Chairmal , ny statement is voing to be more or less of? the cu 
ind very informal. 

Senator ScHoEPPEL. Don’t vou worry about that. Sometimes ws 
get a lot of information out of that kind of pre sentation. 


Mr. Jones. To start with, we talk of the big shipper and we tal 
of the small shipper. May L[ point out that the small shipper stil 
ships over 90 percent ot the lum ber thi it comes out of Oregon. Ac 
cording to an ICC report issued in 1952, the transit shipper ships 
percent of the lumber that comes out of eck wre I would say tha 
he ships more at this date. 

Now, to get down to the facts of my mill. Before this order cami 
out, service order 910, we had a good stable market of S80 on com 


mon dimension. Consequently, our mill, due to determining the mar 
ket in the spring, we an: alyzed that and we think we know when tly 
market becomes stable. At that time we commit ourselves to log 


We don’t dare commit ourselves to logs very far ahead anymore be 
cause the price isso high we can’t afford to. We committed ourselves to 
quite a i amount of logs at $65 a thousand. This left $15 for 
operating cost and profit. 

Since this service order has come out ina matter of 4 days our market 
dropped to $75 on 2 and better dimensions. That is in excess of ow 
margin of profit so far this year. That is in excess of what we wert 
pl inning on a eo nad stable m: irket. 

Senator Scnorrren. Do you think that is what the effect of this 
order has been on vou / 

Mr. Jones. Yes, sir. And I will point that out by this: T was told, 
well, that won't make any difference. The firm order people will tak« 
- the slack. That isn’t true because the transit operator ships sucl 

1 large volume of our lumber out of the State of Oregon that which 
ever way he goes the rest of the market goes also. It has been prove: 
vear in and year out in our area. 

* The transit operator immediately quit buying because he was more 
or less temporarily, anyway, kicked out of business. To further that, 
the cars that he has on line now he is told that on the 9th of April 
those go on fast routing. He immediately has to concentrate hi: 
whole efforts on getting rid of that lumber. He can’t afford to buy 
more lumber because he doesn’t know how long or what he is going to 
be able to sell it for. Our balance has been destroyed. 
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| night pomt out further, from this, that we are actually throwing 

tariff against our lumber in favor of the Canadian shipper. We 
vetting a vreat deal of pressure from the Canadian people in the 

niber busimess. They have cheaper stun page for one thine. Phe 

e running us an awful race economically. 

Due to this order the transit shipper In Oreoon and Washineto 


still go to Canada and buy lumber, and his transit privileges 
t destroved., Phat is an mdirect taritl auevallist the { hited State 
hiber. 


It looks to me like there are either enough boxears or less lumber. 
lumber means people going out of business. 

| think that our product out there should be regulated on the law 

| supply and demand and | don't mnean the sup }) rly of boxears, either. 

We are a lot like the grain shippers in the wit itertime. Our pro 

tioh, We try to hold that on a level with our summertime produc- 


on. Of course we dont. It drops oll probably () percent, But our 





ipments drop off a great deal more. Our creat market starts 
March and ends in September, about Labor Day. So we accelerat 

r shipments during that time. And it is during that time that the 

shortage comes on. 

Q)hn our competing lines m Qregon Wwe wre not involved SO badly 
1 osm lucky. I have two rulroads cCOmmng mto my nil I. the Sene i 
Vill Co. We have been in pretty ood shape as far as vetting cars. 


msequently, we have taken advantage of our good market in the 


immer when everybody wants to build homes and consequently uti 

» hunber. 

Phe mill that L am associated with, Lukas Lumber Co., in southen 
{dregon, they are at the end, beyond the competing line. We are in 

igene. The Oregon Electric terminates there. The Southern Pa 

fic goes on south. We wind up every fall with a big inventory - 
miber that its to be ship ped at de ‘pressed pr Ices W he 1) people don’ 
int tobuy it. Weean't afford to hold it all winter. 

| think Mr. Fryberg has covered the movement oft the car east, 

» 1 won't go into that any further. [ beheve that for all practical 

Inposes will fin ish iy statement, other than I want to reiterat 

ain that the small ship per still ships more than 50 percent of the 

mnber in Oregon, and people wise we represent many, many times 

i¢ number of people than the big shipper and the r: nilroads and I 

ink with CLAR in favor of this bill, this service order 910, and 

( arent. 

As a member of the board of directors of the Western Forest Ih 

istries Association we heard this order and we did not take a stand 
pro or con. We made a motion which was sent to the Senator and 
thers that this order be suspended until we could have a heari 

the west coast to determine the merits of the order and then take 
the necessary action. 

Senator Scuorrpret. Thank you for your appearance. As _ is 
the usual practice, the record of the hearings will be held open. If 
vou desire to supplement your statement, you will have an ay nity 
to do so. Or you may desire to add to your statement. If so, it will 
ecome a part of the record. 

Mr. Jones. We intend to have this written up and submitted 
fore we leave Washington. 


77964 n6 —w 
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Senator Scnorrren. That will be quite all right. If you will leave 
it with the committee it will be incorporated as part of the record. 
Thank you. 

Senator Scnorerven. Mr. W. O. Kelsay. of Roseburg. Oreg. 


I am going to say frankly that while the Senate is open that | 


hall try to hear all four of these Oregon witnesses before we rece- 
until later today. 


STATEMENT OF W. 0. KELSAY, SECRETARY OF THE PAUL B. HULT 
LUMBER CO., OF DILLARD, OREG. 


Senator ScuHoErreL. You are Mr. W. O. Kelsay, of Roseburg, Oreg. ? 

Mr. Kensay. Yes, sir. 

Senator Scnorrren.. Will you state for the record your official posi 
tion or of what organization you are a member’ Then proceed in 
your own way. 

Mr. t(ersay. Thank you very much, Mr. Chairman. 

My name is W. O. Kelsay. I am secretary of the Paul B. Huli 
Lumber Co., of Dillard, aaa dae out of Rosebure. 

As Mr. Jones stated, from Eugene north there are two railroads 
covering a good part of the country. But down in our end of the 
country we are in the forgotten end: we are one of those covered only 
by the Southern Pacific Co. 

I would like to say, to start in, that as far as S. 2770, I think it is a 
very good thing and Iam much in favor of it being passed. 

On service order 910 it looks to us like actually the [CC has taken a 
stand for one segment of our industry against the other. In our par 
ticular setup in our sawmill we are probably not as bad off as a lot 
of the smaller operators. We are not a large operator. We are prob 
ably more or less a medium-sized operator. But because of the dit 
ference in distribution of lumber, especially over the last 10 years 
when tn great house ee boom has been on, this transit business 
has grown. It has changed completely over what it was during the 
thirties, for example. 

Most of the lumber that goes into transit goes into yard stock items 
There was a time back in the past that yard stock items were known 
as side cut. It was a very small part of the industry. You cut timbers 
on construction items, all you could out of the log, and out of as 
little dimension as possible. But with the advent of FHA and the 
great home-building program in the United States, what used to be 
termed “side cut™ has become a very important factor in the fir-lumber 
industry. 

From the small mill standpoint it is not economically feasible in 
many cases because of the secup in the plant and also the financial 
mae of the operator, to hold stock and ship only firm orders where 
maybe you would need a million, 2 million, or 3 million feet of stock 
to ae able to fill the orders as the firm order business requires. 

When a car goes into transit the tally or the makeup of the car 
mimediately is forwarded, of course, to th ie distrib mutor or wholesaler. 
Most of the large transit shippers—and there are several that are 
very invee— probably have cove rave of, in some Cases, several thou 
sand people i know one that has at least 2500 and i think other- 
have probably more, people, salesmen and retailers, who immediately 
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vet the list with the makeup of that car on it. Not only does the 
transit help the sawmill operator, it al » helps the retatler because 
he can pick out a car that fits his needs pity: Is made up of the items 
that ea is short of, and he can get that car in his yard in probably 7, 
10, 12. 14 days, whereby if he was ordering firm order business, most 
fim order mills take orders rou: ghtly 30 days ahead and most of then 
up to 45. 

If he had to order this lumber, get 30-day mill shipment, 3 weeks 
for the car to get east, he is against Gord week's time before he gets 
that lumber, when he can get it in as little as mavbe 7 days this 

Wily. It makes a lot ot difference im the ewnble that the ret uiler 
has to take in the consuming part of ow country. It allows him to 
earry much less stock in his yard and operate also on a smaller « apl 
talization than 1t would if he has to order firm order because then 


he ean't take the chance of running out of lumber. 

1 ret, back i. li ; } : 

io get back to the p iwht of the small mall, it just seems to me that 
t is unfair to put out an order like this, especially without a full 


public hearing where all sides can be heard. To just get hit out of the 
blue with it aS We did. it Is not our American Way of dome business. 
| don’t think that your committee should allow such an order to 
become effective if there is any way that you can stop it—-I am: not 
up on all the law on these things—because Tam sure that vou are not 
rving to hurt the small-business men of the United States or of any 
particular industry. 
~ It seems to me like our industry is growing very fast—I think it is 
known fact—toward larger and larger oper ations, and the sinall 
an is going to have a tough time staving in busimess, over a period 
of time anyway. In our particular area United States Ply wood- 
there is nothing detrimental to them at all—United States Plywood, 
one of the giants of the industry, were not in our area up to a little 
over a year ago. They came in and bought one of the fairly large-sized 
operations. Within the last few weeks they bought another of the 
large-sized operations. And now they are probably the iargest lum- 
ber operator in Douglas County. 
| bring that up only to illustrate that things like that are going on 
the time. The small mill is getting pushed more and more into a 
corner by the high pr ice of stumpage and in our COUNTLS Lhiost of the 
stuinpage is owned by the United States Government and it is sold 
at competitive sales which we are certainly in favor of. But when 
these large companies own huge blocks of their own timber they are 
able to pay more for stumpage than we are often able to pay, those 
of us who don’t own large blocks of our own timber, and more or less 
average it off. 

[ am not against that. I think the Government stumpage should 
be sold for the highest price. I don’t believe, in the course of natural 
events, as it is making it very tough for us, that we should sit back 
and allow something to take place that is absolute ‘ly unfair to a large 
part of the industry. 

i belleve that if a hearing is held, and I hope on the west coast 
SO th: at many of the smaller people can be allowed to get there and 
testify, which probably would be impossible for them to do back 
here, I believe we will be able to show that actually the transit shipper 
loads his cars more fully, I think records will show around 20 per 
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cent more lunber than goes normally, even in car shortage time, int: 
a firm order car, and the sn all lag that takes place on this slow move 
ment oF ws will pre ball he more than oifset by the more lumber in thi 


In the firm order business the man orders so much lumber. Eve 
hn times of ear —_ ages—and 1 know it from personal experienc 
vhen I argued | bout loading the car With every stick we could—wi 
have turned down orders because the fellow insisted he would hav 
only sO any feet in the ear. Maybe he used the term 32.000 feet 
when we could get 37.000 feet in the ear. That is all he wanted, lh: 
wouldn’t take any more. 

In our business we have to go pretty much on the assumption thi 
customer is right, it is the only way it seems that you can stay 1 
business, so sometimes we have shipped him 32.000 feet in times o1 
ar shortage. If that car went into transit, almost beyond any ~ 
tion, as far as we are concerned—and I think you will find as far : 
the industry is concerned—in time of car r shortage they load ek oe 
clear to the top or the maximum weight load of the particular ea 
involved. So the car is used to 100 percent capacity. I believe wit! 
that, and the fact that most of these cars are diverted before they 
ever hit the place where they are slowed up at all, I think that thi 
transit shi Ipper mie ikes a better maximum use of a at c ar than the firn 
order boys do. 

If all the lumber went on firm orders I believe that probably the 
at tual result ot this orde . woul | be Worse, woul | worsell the short: ave 
instead of better it. I think certal inly before we get out of the « apt ’ 
we want to talk to some members of the ICC and explain our position. 
I think fair play dictates that this order be held up unless there is 
time to go into it more fully. 

Senator Scnorpren. I suggest as T have to some of your colleagues 
who are here with you from your State, if at all possible I think you 
should do that. Iam sure that they will be nf id to discuss this matte) 
with you. 

Mr. Ketsay. Just one more statement, Mr. Chairman, and I wil! 
be completed. The smaller operator in many cases is badly undet 
financed. With this transit tvpe of shipment it is possible not to only 
vet the money back a day or two after the shipment of the car, in many 
cases the money is sent to the shipper a day or two before he ships the 
car. 

In case an operator needed money today, or tomorrow, in many case 
he could call up one of the distributors that he was doing business 
with and say, “T can get you a couple of cars out in the next di av or the 
dav after tomorrow. I need an advance on them.” That is done. 1 
think in the firm order business you will find that that practice isn’t 
followed. I will admit, in the larger people in our industry, that isn’t 
necessary. It isn’t necessary to many of the smaller shippers. But t 
the smaller people it is. That is a small factor but it is one ddine ie at 
I think should be brought out. I want to sav in conclusion that I 
appreciate the opportunity to appear before your committee. T am 
sorry that we hi: ave come back he re more or less ill- prepared on this. 

As of Tuesday afternoon at 8 o'clock, T had no idea that T was going 
to be in Washington today. But after talking to some of the boy: 
and having a meeting at noon, they thought I should come back. So 
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eft Roseburg at 4 oclock vesterday morning and was in Washing 
at 11 o'clock last meht. We will have a written statement fo 


record. It will not be individual statements. Those of us wi ar 


ho 
pearimMe here now, the four of us, will have a Statement, a sina 
tatement in,and we will get that in by tomorrow. 
sSenntor SCHOEPPEL. Phat will by quite all right. You don't li ito 


vize for coming here inthe manner that vou indicated 
Your remarks will go into the record. They are helpful. T might 


nt ou 


with reference to the ICC order. it is 2 matter on wl 
diction rests solely with the Interstate Commerce ( ‘OMMDISSION | 
that in your discussions and conferences with them something 


oht be worked out on this. Of course, naturally the committee wil 


take that under consideration Wi hope that we willata very current 
discuss this phase of the matter with the members of the hh 

te Commerce Comnilssion, 

I think it would he he!pful when vou prepare vour statement 

ould @ive the committee the benefit of you cant ClVe nite time toa 

tudy of it—to the effects of this service on vou. I know it has been 

testified to here. I think it would be helpful to stress if a little bit 

e in detail—if I might make a suggestion—with reference to what 

iv statement should Ii lude, | think it would be helpful to th 

nmiuttee, 

View Kensay. Thank you very much, Mr. Chairman. 

Senator SCHOEPPEL. ‘Thank vou for appearing here, sir. 

Now before we recess we will hear Mr. Dann MeBarron, of 


Rouge, Oreg. 


™> 
IVI Ve 


a 


STATEMENT OF DANA McBARRON, OF RIVER ROUGE, OREG. 


Mr. Mi BAKRON, Mr. Chairman anid members ot the CO] mittee, we 
of us surely want to thank you for this time which you have al 
ved us and the opportunity to express our somewhat ill-prepared 
itements, as Mr. Kelsay pointed out, because it was actually a case 
ere Vou might Sayvia week uvo the service order 910 came out and 
have just had a number of meetings, frankly might and day, 

ough the production area in Oregon and also some in Washington. 
Phe folks in Washington have suggested that we speak for them 

l when we express oul ehntiments as we have been here. 

We would like to say that on this bill that vou have been diseussin KO 
ere, S. 2 


(40, and the statements that our cistineuished Senators from 
Orevon—Senator Neuberger and Senator Wayne Morse—have added 
to it, we Jumbermen in Oregon, from particularly southwestern Ore 
von, Which is the largest sing 


l 


e lumber-producing area, are in full 
wcord with it. From what T have heard personally at this meeting 

ith regard to S. 2770 1 think certainly if it is exercised as J] have 
heard it presented here it will have a very salutary effect on the car 


Eit 
shortage. 





I know that our thoughts in presenting them have been a little bit 

eterovenous because obviously we all vot together In a hurry, Wwe 
issed a hat and vot ona plane and we are here. 

So if you good gentlemen will bear with us in these rather spon 
tuneous remarks we will surely appreciate re: 1 am not here to take 
ip a lot of your time. I see that clock says 20 minutes after 12, Sei 
tor Sel oeppel. I will be as brief as I ean. 
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Senator Scnorprer. That is all right. 

Mr. McBarron. Tam Dana MeBarron, and [am from Rogue River, 
Oreg. Iam associated with the Chapman Lumber Co. Tamia trade: 
of Jumber, which means that I buy and I sell. 

We are in an area in southern Oregon that is very definitely dis 
aster area as you gentlemen know. We have had terrific flood down 
there: our lumber supplies are really very short ; and also Wwe are hay 
ng a terrific time getting into the timber. The mills are just barely 
offering, just barely keeping going. And it is imperative that we do 
have the right to turn our material over in volume as we have hereto 
fore. The basic purpose of this service order 910 obviously has been 
to imelhorate the ear short ve. Personally, I believe that =. 2TT0 
will accomplish far more than service order 910. The unfortunate 
part of service order 910, IT personally didn't know one thing about it 
unti! last Wednesday. To my knowledge, no member of this group 
which we represent here today had any communication from the ICC 
tas to its going into effect. It drop ped On Us just like an atom 
bomb, like a bolt out of the blue. 


We realize that our normal fashion of handling the independent 
he small and from the medium mill was just arbi 
travily cut off just that quickly, with absolutely no notice on it. We 


did have these meetings as quickly as we could, as I said night and 


ePVe} 


production from t 


day 7 he dl 1) before | vot on the plane ] drove all the wav up to 
Eugene and back down again. We decided that what we should do, 
after passing the hat. was to try to form this ill-prepared delegation 
to just come back and present our problems before you gentlemen. 


I have never _ in this city before and this is obviously, as you 
? 


robably tell, the first time that I have been before such a group 
as this. 


Senator Scuorrrri. You had better look us over because vou help to 
pay our salaries. 

Mr. McBarron. Thank you, Senator. I am taking a good look. 

One thing I would lke to point out. gentlemen, is that when this 
ear shortage comes on we who are in the transit business, who operate 
under this transit technique which has been described here, are not the 
least bit fussy about the tvpe of car that the mill ships in. 

lor example, we ship in cattle cars. we ship in boxears, we ship in 
gondolas, we will ship in anything that has four wheels on it. Our 
records—and we can substantiate them for vou if you desire—show, 
as it has been pointed out, that 18 to 20 percent more lumber gets into 
a transit ear. That just means this: That for every 4 cars of transit 
lumber. Mr. Chairman. it is going to take 5 cars of firm order business 
to put the same amount of lumber on wheels to go down the road to 
the customer or th e destination. 

I think the fact that we will accept anv type of car that is presented 
to the mill is a definite aid during this car-shortage period. 

Senator Scuorrren. Accepting any type of car is something that the 
grain shipper unfortunately cannot do. And that is where you have 
an advantage. If they will furnish some type of car, which means 
transportation to you, you can use it. In the grain areas, in the Mid- 
west—and I know it is prevalent also in the grain areas of the North- 
west—frequently the railroads in our area, who have equipped them- 
selves with graintight cars, have those cars on the lines. And yet 
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yneh the other lines send Cars back into that midwestern erain area, it 
ometimes takes 3 to 5 days cooperage and a lot of expense to even make 
hem graintight. 

We hear that all over the country. And it does increase our prob- 
em tremendously. And it brings these facts into focus here and 
requires that something be done about it. That is why we are having 
these series of hearings here, to try to work this out equitably and 
fairly. It isan interesting point that vou make. 

Mr. McBarron. Believe me, Senator, we, as lumber salesmen, obvi 

ly have to twist periodically some arms to get them to accept cattle 
ars. to get the customer to accept gondolas. Lumber gets dirty in 
them and all that sort of thing. Nonetheless, we do it. 

i nder service order 910, when this goes into effect, the unseen dis- 
istrous reaction that it has is just this: That the small and the medium 
ndependent mill operator in Oregon, and the independent distributor, 

ih as ourselves, for my work that I am in, when this goes into eilect 

just means this: That they are not apparently going to have a 
ufficient amount of time to sell our merchandise. Hence, it forces the 
retailer, for example, here in Washington, D. C., to say: “All right, 

[ can’t get the lumber that I need, out of cars that are going in transit 
it the present time, if I have to turn around and order that from the 

wintll, ly George I have got tO W ill for the stock sO I ani Fong LO 
ret.a little bit of Mooring in that car, I am going to get a little bit of 

ling, kiln-dried items in that car.” 

As Mr. Kelsay and Mr. Jones presented to you here the smaller 
nd medium sized mill man’s viewpoint, those two gentlemen, just as 
in example, don’t have kilns in their mill. So that means this: that 
the car—that is an order that they ean 't get because the dealer is insist- 
ne that he is getting specific items in his particular car, in his sssort 
ment, that they, for example, are unable to furnish because they do 

t have the capital outlay to invest that much, such as the big mags 
Hain di stributors do. So | leave if to yvour discretion where the busi- 

iss is voing to go under the circumstances of this service order 910. 

It obviously is going io go toward that man who has had the capital 

vestment, and who incidentally | the tremendous sales ore@aniZe 

, silaried emplovee that ft! ‘Vy enjoy, W hocan obtain that type of 
‘ss for them. So it just means this, gentlemen, in my humble 
on: that ly (seorge if this service order 9LO does eo into effect 

V il] be yu { lke the old country doctor who went to the fineral OT 

Ss patient and h , said, “By Creorge, | didn’t think the medicine would 

ll the fellow, but it did.” 


i > 1? . . . 
It is just that serious, that it will really have, in our opinion, a 


{Lis 





Lipper 
Oregon. And that is the big thing that I think we should consider 
nere, it is that you ventlemen and the ICC 1 know certainly do not 
int to class-legislate, we will say, to the detriment of the small man. 
independent shipper who is in business and frankly is having a 
trugele to stay. 

One other point I would like to make is this: We gentlemen are 
oming from a disaster area. We have had a terrific flood there. 
Obviously it has blocked many of our roads. I know one mill with 
vhom I do business. He has a gas power shovel on 1 road for 2 solid 
eeks just to open that road so that he could 


rous effect on the smaller and medium-sized independent s 


ret logs down to his 
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The nulls at the pre sent time are th e smaller and the mediu 
ed mill,are inarather tight financial position, 
\) ra Iyy (reorge he S 1n that position of whe re he has rot To lon 


- 


stock. TTe has to get lis money out of it.) In my own person 
nstance T sell both firm orders and transit. So I think that I ea 
expres al opinion both WavVs. No. & if this business IS eoing to ly 


channeled into just virtually the bigger offers, the bia mass distribu 
tio! chains who obviously have their own mills, which obviou sly the 
I! take care of first. if that business is channe led there first it Ww] 


work an undue hards! Ip. In fact, it will put many businesses in ow 
) Apes letely out because they don’t have the money, they haven’ 
vot the log resources to build the tremendous big inventories. It will 
irive th emn. to do that. nto banks to get lon ~ and SO forth. 

I will point out also that due to th: rapidi Ly OTF Service order )] 
coming upon us, Mr. Chairman, we haven't had the meht opportunity 


nder democratic processes ot law, 1 In WMV OF inion, to be ab le to dist us 
it pro and con and to be able to get the feeling os of the fellows in Was! 
ington, the fellows in Oregon, the fellows in California, who are ver) 
ndversely atte ted by this. 

And J certainly would like to recommend to this committee that 
they very seriously take that under consideration, that we are truly e) 
titled toa postponement of this until we can hold an open Ineeting O)} 
the west ¢ ‘oust and all side s be he: rd from. 

| believe that is all that I have to say unless you have questions. 

Senator Scuorrren. Getting back to the ear shortage. As TI remem 
ber your testimony—I may be in error on it—you said that servic 
order 910) will medi: itely ameliorate the ear shortage. Please ex 
plain what you mean by that. 

Mr. McBarrox. When I said ameliorate the car shortage I wanted 
to point this out, that we there in Oregon frankly have not had the op 
portunity to discuss this thoroughly. I can see ~ ICC's purpose 1 

if out with this thing because they obviously, by not having the 
views of all peop le concerned and affected by it, naturs ally the ‘Vv are not 
assuming that it is going to do an injury. I know that the 1€¢ 
wouldn’t do that. 

The amelioration of it is obviously possibly the faster routing of 
the merchandise. 

Senator ScHorpren. Thank you very much. 

Senator Morsr. May I ask a question, Mr. Chairman ¢ 

Senator SCHOEPPEL. Surely. 

Senator Morse. Maybe you answered this before I came in, and 
you did tell me so. Will you explain to the committee what the fear 
was, expressed at the breakfast table this morning, by vour group that 
the application of order 910 would result in lumber being shipped oy 
the Southern Pacific, for example, going the long way around to Hous 
ton, and when it starts in that routing it cannot be diverted, it has to go 
all the way through, and that that will take many more days than the 
present system ¢ 

If you remember my statement this morning I said that your group 
re ported to me that this plays into the hands ge the Southern Pacific. 
Instead of saving days, it will cost days. 

Mr. McBarron. It actu: ally will le nethen days as we see it now, Mr. 
Chairman. Here is the thing: To be : able to adequi itely do a selling 
job, what we will have to do now is route these cars SP, T&NO. That 


COT i} 
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ms to be the feeling ut the present time among the mills and dis- 
hbutors. 

li so doing, the car is going to travel, | think, Mr. Freyberg pointed 

approximately 1,200 more miles, because once it gets on that line 
ng down through there, as the ICC realizes, it cannot be just arbi- 
rily jerked otf that line and given to some hicshe: else. They are en- 

‘eal to their own long haul on it) That car will travel many more 
vs by that route, as Senator Morse points out, which will aetually 

ork just diametrically opposed to the intent of this service orde) r O10, 
And aside from that, gentlemen, it will de ‘finitely do this, it will wear 

nore cars. Because any car that has to travel 1,200 miles farther 

bviousl) voing foaaen more time, and there is quite a bit more usage 

the car because it goes all the way down through Texas, winds u p 
ugh St. Louis ian then up into Chicago and for example, then eas 

the bl: anket rates, 

( On e other point to mention, gentlemen, is this: In a car shortage, the 
lis WOrK as they are at the present time and over 50 percent of the 

me of lumber that 1s being shipped out of southwestern Oregon—as 

ey are working at the present time, for exalmp le, Mr. Ke lsey and 

Mir. Jones’ mill—they can immediately load out as presentable a ear 
they can make up in that vard of theirs. They do not have to hold 

type of car, which I have seen happen innumerable times, wher 
re 1s 5,000 or 5.000 feet of lumber that must vo into that car to 
<fy that customer, some spec ial size, some spec lale uttinge. 

nd so, thus the car is held for a ds ay or two more. 

. think under a car shortage, whie h iS the basie reason for all ot 
beng here. in Holy Week ot all weeks, that those factors hould 
taken into consideration. 

Senator Morse. I would like one more interruption, if I may. Will 
ou explain io the committee, if vou have hot already done SO, what 
ou explained to me this morning. That is, that the so-called transit 
ile problem is not created by a boxcar shortage in a boxcar shortag 

riod beeause the demand for lumber is so great that your average 
me is 3.9 days in transit. When there isn’t a boxcar shortage and 
there isn't a great demand for lwnber oa a so-called sluggish period 
f the market the lumber remaims in the enrs a lonver period of time, 
he cars that go to Council Bluffs and heels Council Bluffs on to the 
outh. Will you explain that to the committee? I want it in the 
ecord. 
Mr. McBarron. The point that Senator Morse brings out I believe 
this: that during the car shortage with which wea are primarily con- 
rned here—this car shortage period, incidentally, is getting longer 
nd longer in Oregon instead of shorter—during that car shortage 
eriod that is the time when lumber is in the greatest demand. 1) 
coing on a direct transcontinental route east. without winding all the 
ay down, for example, through Texas, the minute that we do have the 
ctual contents of that car. Mr. Chairman, the minute we have that 
there is very definitely a customer who does want that, because that 

s at the height of the building season. Hence the car shortage period 
s actually aided by the transit operation. 

No. 1, the mill can load what it has in that yard. He ts not holding 
back for this. that or the other thing. No. 2, there is the demand 

ere, and so it is purchased immediately. 

No. 3, it travels on the shortest possible route. 


f 
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Senator Morsr. Is it also a fact that during that period of time an 


through your transaction the average increase in loading is 20 percent 
of lumber per car? 

Mr. McBarron. I am awfully glad you mentioned that, Senator 
because that is the salient point in aiding the car short: age, that 18 t 
9) pe recent more lumber-— —~and t} iat is a proven ats itistics | fact whic 
we would be very happy to present to you gentlemen ‘Is to 20 per 
cent more lumber goes into every transit car than it does into the fir 
order car. 

Senator ScHorePrPen. You corroborate what the previous witness 
said on that point. 

Senator Morse. Mr. Chairman, may I have the privilege and cou 
tesv of the committee in supplementing this record at a later date, a1 
by that I means within the next few days, with anv additional ma 
terial that these witnesses and other representatives of the lumber it 
dustry would like to have inserted into this record through me? 

Senator ScHoerren. Yes, sir. 

(The statement referred to is as follows :) 


STATEMENT OF AARON JONES, W. ©. KELSAY, RUSS FRYBERG AND DANA MCBARR 
SUPPLEMENTING THEIR ORAL TESTIMONY OF MARCH 29, 1956 


About 2 weeks ago, without prior consultation or warning, each of us re 
ceived in the mail an Interstate Commerce Commission order which, if en 
forced, will disrupt and even destroy our businessmen, and the businesses 61 
many like us. Enforcement is set for less than a week hence, 

Immediately upon receipt of this astonishing order, small- and medium-siz 
producers and distributors of lumber and lumber products in western Oreg 
spontaneously held a series of meetings at all hours of the day and night. The 
hat was passed and funds were collected to rush representatives back to Wasl 
ington. 

These representatives are Mr. W. ©. Kelsay, a lumber producer associated 
with the Paul B. Hult Lumber Co. at Dillard, Donglas County, Oreg.: Mr. Aaror 
Jones, a producer of lumber associated with Seneca Sawmill Co. at Eugene, Oreg 
and with Lucas Lumber Co., at Yon Douglas County, Oreg.; Mr. Russe 
Fryburg. a member of the iB mergency Transportation Committee of the Gov 
ernor of Oregon, and a partner in Punbectane Lumber Co., a company which 
markets part or all of the lumber output of about 200 mills: and Mr. Dan 
McBarron, associated with Chapman Lumber Co., a distributor marketing part 
or all of the output of about 100 sawmills. 

The order in question is ICC Service Order No. 910. Plausible on its face, if 
purports to relieve a boxcar shortage by compelling sawmills and distributors 
of lumber to ship only on firm orders. In short, it seeks to crush the so-called 
transit business. 

An understanding of the order and its fearful impact requires a hasty re 
view of the economic structure of the sawmill and lumber industry of western 
Oregon, the prime source of construction Jumber for the United States 

The log supply of thes sawmills comes in significant part from lands of the 
United States administered by the Department of the Interior and by the Forest 
Service in the Department of Agriculture. These lands are situated in the higt 
reaches of the Coast and Cascade Mountain Ranges. Deep snow and severe 
weather curtail logging during the several months of winter. Mills operat 
at reduced production during the winter, nevertheless, on logs that have been 
gathered at the sawmill sife during the summer. 

The seasonal nature of this industry produces much unemployment during the 
winter months. It should also be observed that the winter decline in production 
coincides with a seasonal drop in wholesale lumber prices. 

As spring merges into summer, however, traditionally both production and 
lumber prices increase. Employment likewise mounts. And. equally tradi 
tionally. for the past half century, we have moved into an acute summer boxcar 
shortage 

This car shortage has had a deadly effect on the small and medium-size mills 
Many of the them do not have facilities or space to store much lumber. 
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Second, even where the mills have physical storage space, they find storage 

nancially impossible because of the excessive amounts of working capital that 
ild be tied up in dead inventory. 

third, these mills would lose the premium business because t 
d totally uncertain supply of boxcars means that 
rt-term orders. The 


} 


he inadequate 
annot accept frm 


4? } 
s in the price of the 





inordinate increase of recent } 
ing timber from which they manufacture lumber 


rips on Which the smal! 





Sharply pared the 
l-and medium-size mills can operate. The spread 
een the cost of raw material and the selling price of the manufactured 
mber has been so greatly reduced that, uniess the small mills can obtain the 
er priced premium business, they will be quickly forced out of existence 
Qut of the severe economic pressures stemming from a steady annual pattern 


ical car shortage and the soaring prices of Government standing timber, 


1 
l 
re has emerged a distribution technique known in the trade as the transit 
\ transit sale, defined with the utmost simplicity, means that freight cars are 

i as soon as received at the mill and started rolling immediately toward f 

eat consuming markets of the East. 
he situation is described in the 1952 report of the hearing examiner in 
Shippers Car Supply Committee v. Southern Pacific Company (1. C. C. Docket 


No. 30708 ) 
During the summer or demand months, he (the small mill operator) 
la customer when a shipment would be made because of the lack 
ul This condition affected western Oregon lumber shippers, particular] 
those located on the lines of defendant (Southern Pacific), to such an extent 
thev lost the so-called premium business—premium price for quick ship 


The inability to get cars when needed caused the mills to take orders 


hort periods instead of a normal 30-day order supply. The car shortage 
nd 1947 caused purchasers to operate somewhat in the same manner 


This eventually led to the practice of the so-called transit sales. Though not 
rv either to the producer or the buyer of t} 
e of the volume shipped from western Oregon was forced into this practice 





lumber, 50 percent « 


ise of inability to arrange for shipment of a car when needed 
In other words, the failure of the carriers over a period of decades to fur 


the necessary freight cars has forced the small- and medium-size producers 


1 pattern of transit sales. This pattern has become institutionalized into 
economic structure of the industry It has become institutionalized to 
extent that many shippers have spent in the aggregate millions of dollars 


nstructing new mills or redesigning old ones to run the log through the mill 
out the other end in the form of lumber directly into the freight car in one 
ontinuous flow. 

Millions of dollars in small mill investments have depended on this pattern 
feus of thousands of jobs are dependent on this pattern. Indeed, since the time 
f the report quoted above, the pattern has expanded to the point where today 

believed that substantially more than 50 percent of the lumber produced 

Oregon is marketed through the technique of the transit sale 

Let us view the situation in the context of a mill that produces one car of 
mber per day : 
hie Publie Utilities Comiissioner of Oregon reports that 

pling of all western Oregon sawmills disclosed average daily boxcar use 

h sample mills as follows: 


a cross-section 


{rerage number of cars of lumber shippe d pe) day 


Arerage number {rerauge amt 
of cars of lumber of cars o imber 

Number of mills: shipped per day | Number of mills—Con, shipped per day 
155_- co oad : ] ha 10 
rea) 2 | ae 11 
(4__ steer 3 Sescd 12 
39 | B22 13 
oy o was 14 
13 . a ee a 6 . = 15 
5 = Sah eh i . ee Bi 18 
5 pe bates Bah des 8 _ or 25 


It is indicated that more than one-third of the mills ship an average of one car a day 
)ver half the mills ship two or less cars per day. 
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The impossibility of existence for such a mill on firm order business is appar- 
ent. Firm orders are taken for shipments to be made 30 to 40 days hence. Such 
orders typically call for a car made up of a variety of particular sizes and grades 
of lumber as specified by the purchaser. There is no pattern or limit to the 
variety that may be specified by the purchaser. But the uncertainty of the car 
supply, Which is based on experience with recurring car shortages of 50 percent 
or more, means that the small-mill operator cannot safely take orders approach 
ing the capacity of his mill. But assuming, nevertheless, that he has a series 
of such orders, to keep his gross costs below his gross return, the mill operator 
is forced to wait until an empty car is received and then start cutting lumber to 
meet the specifications for the particular car. 

If the carrier delays too long in furnishing the car, the mill operator may find 
the order canceled. Hence, to avoid the added operating costs of stacking and 
unstacking lumber cut to a special order and to avoid the loss from cancella 
tion of orders if the carrier delivers the car too late, the lumber is not manufac 
tured until the empty car is delivered to the mill. Then the lumber is cut and 
loaded 

It should be recalled, too, that to manufacture the variety of size specified 
by the purchaser, the mill operator is forced to cut some lumber of other sizes 
not specified for the particular order. In any event, after about 3 days, the car 
is loaded and shipped. And the mill operator finds himself with capital tied up 
in the stored lumber that was not ordered but necessarily manufactured in the 
course of making up the specified order he was filling. As to the stored lumber, 
he can either entertain the almost futile hope that he will get an order for the 
particular grades and sizes in storage or, as is more likely, to salvage some of 
his working capital he will dump it on the market at a considerable loss. 

Thus it is at the small mill with one-car daily capacity. Pyramid the situation 
to cover a season’s business and the plight of the small mill is apparent. 

The big mill, by way of contrast, has no such problems. It has the capacity 
to produce much lumber and the finances to allow a much greater inventory ac- 
cumulation. Because of the many orders it receives and the size of its inventory, 
it has a much better chance of selling the sizes and grades of lumber that are 
eft over when logs are processed to meet a particular order. And, more to the 
point, the big operator usually is part of a vertically integrated operation which 
includes great lumber outlets, both domestie and foreign. These facilities fur- 
nish the big mill with a constant outlet for any excessive inventory accumula- 
tion. 

Hence, when the big mill receives a car, it generally pulls a great deal of the 
lumber to be shipped from its stacked inventory. It may manufacture the bal- 
ance while the car awaits loading. Significantly, however, to load such a car 
wholly and predominately from inventory entails gathering a few pieces of lum- 
ber from one pile, a few from another, and so on. Experience indicates that 
the loading of such a car will take about 3 days. 

The transit sale technique has been the salvation of the small mill and medium 
size mill. 

Under the transit-sale type of transaction, as Soon as a mill receives a car the 
Jumber on hand or in process of manufacture is forthwith loaded, regardless of 
size, dimension, or grade. The neighboring mill representative is notified at once 
that the loading is completed and given a complete detailed list of the contents 
of the car by grade and size of lumber. The car is then started on its move- 
ment eastward 

As compared with the loading of a car for most firm order business, loading 
for a transit sale saves about 2 car-days. And with more than 50 percent of 
western Oregon's lumber shipped in this fashion, this savings in car-days is a 
matter of national interest. Yet, after our oral testimony before this committee 
we discussed our problem informally with representatives of the ICC. We were 
dismayed to understand that the Commission had neither considered nor, so far 
as we could ascertain, even been aware of this factor before issuing service 
order No. 910. If the national interest demands that we must be ruined, so be 
it. But to order us to be sacrificed without the most careful and thorough in- 
vestigation into the necessity for such dred action verges on irresponsible asser- 
tion of sheer power. 

During the summer when car shortage is typical and demand and price are 
high, customarily the most direct possible routing to the East is selected and 
the car starts rolling. At the same time the local mill representative pays the 
mail operator for the lumber contained in the car. In addition, within a day or 
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two, the mill representative notifies his eastern customers, who may number 
several thousands, of all the cars he has en route to the East. Each car is de- 
scribed as to the various sizes and grades of its contents. From the hundreds 
of cars on this catalog, or list as it is known in the trade, the eastern wholesaler 
is able to pick the car which most nearly satisfies his needs and buy it by tele 
phone or telegraph. 
lo the eastern wholesaler who must compete with the yards of the big vertically 
integrated operations this transit technique also has its advantages. His order 
is delivered in a week or two and he thereby guards against risk of market price 
changes between the day when he orders lumber and the day when it is delivered 
Hle needs less working capital because he can hold his inventory at lower levels 
in the confidence that new supplies are not too far distant. Indeed, the economic 
structure of the transit sale technique has been institutionalized into the business 
of the eastern Wholesaler as well as in the business of the western mill represent 
ative and the small lumber manufacturer. 
fo be more precise, an eXamination of the records of a large and typical mill 
representative engaged in the transit sale business discloses that on the average 
during the car-shortage period of calendar vear 1955, lumber in transit wes sold 
thin 3.4) days after leaving the mill. Considering that it takes from 7 to % 
days for the car to reach its first possible diversion point, it is clear that sub 
stantially all lumber moved in transit sales, in the period of car shortage, unde! 
goes no delay from the time of loading to the time of delivery at destination 
We do not ask this Commitee or the Congress to decide now that transit sales 
are good or bad, desirable or undesirable We do ask that this committee o 
the Congress take such steps as seems appropriate to it to induce the Interstate 
Commerce Commission to suspend enforcement of service order No. 910 until it 
holds an informal or formal hearing in western Oregon and investigates the dis 
strous effects of service order No, 910 on the small business units of the timbe 


industry 


Service order No. 910 was issued without warning. The small- and medium 
size business man does not seem to have been consulted. Representatives of the 
laboring force which will be displaced seem uot to have been consulted We 


doubt that the order will accomplish much, if anything, in the public interest 
And the mischief it will do seems incalculable. 

We ask the Interstate Commerce Commission for a hearing in western Oregon 
where the affected parties can appear, where the Commission can learn some 
thing of the economics of our industry, where it can see the ruthless Consequences 
of its seemingly plausible service order No. 910 And we ask that, pending such 
consideration, the Interstate Commerce Commission suspend operation of its 


order 

We do not make this request for any dilatory purpose. We make this request 
because we believe that the enforcement of service order No, 910 may enhance 
rather than diminish the severity of the annual car shortage 

Technicaliy, the order is directed to rail carriers. The Interstate Commerce 
Commission doubtless has a deep and full understanding of the economic struc 
ture of the railroad industry. But order 910 does not exert its force against the 
railroads. Service order 910 is an attempt, freighted with disaster, to regulate 
the timber and lumber industry. It is the most numerous part of the timber and 
lumber industry which is being regulated and, we believe, threatened with sudden 
extinction by service order 910. 

The Commission, of course, is not charged by law with unusual or expert 


knowledge of the economics of the timber industry. And it now seems clear that 
in fact it has no such body of knowledge regarding the timber and lumber in 
dustry. It would seem to be the course of wisdom, therefore, to suspend the 


effective date of service order 910 and to postpone its immediate and serious im 
pact until the Commission has had time for public consultation with all segments 
of the industry in order to expand the scope of its knowledge 

Such knowledge would reveal to the Commission that the transit sale technique 
ameliorates rather than increases the severity of the annual boxear shortage 
It saves about 2 days of turnaround time on over 50 percent of the lumber 
production of western Oregon And records we have been able to compile thus 
far indicate that transit cars are loaded with 20 percent more lumber than firm 
order cars, so that under the transit-sale technique fewer cars are required to 
meet Kastern requirements for western Oregon's lumber 

A hearing would bring to the Commission knowledge of the importance of the 
transit-sale technique to the very existence of numerous small business units 
within the timber industry, and to the countless communities and tens of tho! 


I 
f 
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f jobs dependent on these small business units. It would bring to the Com 


sands of 


inission an understanding that the transit-sale techiiques serve the total public 


interest ina real substantial fashion. 

Hlow will service order No, 410 eliminate the transit-sale technique? Transits 
typically do not, and ovneht net to, use cirenitous routings. Consequently the bar 
of order 910 ag {t cirenitous routings will have no material effect. 


Transit sellers must rely, however, on their ability to avoid a situation where 
all cars in transit absolutely must be sold by a date certain. For example, if 100 


cars are loaded at and shipped from the western Oregon transit mills such ears, 
et us assume, are rounted to Ogden via Southern Pacific. This movement is both 
typical and direct It requires 5 to 7 days Between Oregon and Ogden the cars 


are neither speeded nor slowed nor diverted. 

At Ogden the cars move on the Union Pacific to Council Bluffs. The portion 
of unsold Cars is made up into lumber trains which accord priority to other trains 
and, therefore, move at a slower pace than other trains. As transit Cars in 
the lumber train are sold they are moved on to faster trains and speeded along 
to market. I}y the time the lumber reaches Council Bluifs, typically, practically 
all of it is sold. But, until service order No. 910 was issued, the hundreds of 
transit cars shipped weekly were not moving against a legal deadline. 

A fair market price was achieved in transactions between sellers not forced to 
sell and buyers not foreed to buy. But the proposed order will in effect put 
a legal deadline on the seller and thus force him to sell. The buyer knows of 
this dendline. The market price for the small mills will topple and the transit 
sale technique, and likely the mills themselves, will be ended. 

Putting aside theory and speculation, the hard facts are already emerging. 
At a time when Imimber prices are normally displaying a seasonal increase, the 
market has fallen from 85 to SS per thousand since the issuance of service order 
No. 910. Caught between his commitments for high-priced logs and the falling 
lumber market, induced by service order No. 910, the small lumber manufacturer 
is already in trouble. And the enforcement date of order 910 is still to be 

eached. The outlook for the small mill is dismal 

The transit shipment of lumber is an accepted and recognized form of mer- 
chandising lumber. It is integrated into and important to the luinber industry. 

The fact that more than 50 percent of western Oregon’s lumber moves in 
transit-type shipments is proof in our free economy that a large and true demand 
exists from the standpoint of the miils in the merchandising of their lumber and 
the lumber wholesalers and yards in the buying of their requirements. A list 
of hundreds of mills could be made that ship in transit and of thousands of 
yards that avail themselves of this service. To the average mill, the transit type 
of shipment represents the biggest single type of lumber merchandising. 

Those who consider transit as their competition are not in favor of them. 
Whether for or against transits, seemingly all must admit that the widespread 
use of transits in a freely competitive lumber industry demonstrates that transits 
form an economically tested and justified method of merchandising lumber ; they 
supply a definite need—a need most strongly felt by the small producer and small 
retailer. To eliminate transit selling by service order 910 would overnight create, 
in numerous parts of Oregon, an avoidable economic depression adversely affect 
ing millowners, millworkers, loggers, truckers, and owners of farmlands. 

If, then, transits are at all justified, it behooves the lumber industry to use 
that system of moving transits that offers the maximum utilization of cars, 
that keeps costs of transportation and handling at a minimum, and at the same 
time, allows continuation of a transit-type selling. 

The most efficient method of handling transits is the service now provided by 
railroads. This system allows a car to move into regular service as soon as 
diverted. This efficient method is knocked out by order 910. 

Why should the ICC issue an order eliminating the method that saves the 
most car-days and yet permit legal, circuitous routings that no shipper would 
require as long as he has the present system? For example, under the order 910, 
lumber originating from northwest Oregon may and is likely to move to Chicago 
by way of California, Arizona, New Mexico, El Paso, Tex., and St. Louis. Once 
a car starts moving via this routing, it cannot be rerouted directly to Chicago 
until it reaches St. Louis, Mo. By way of contrast. under the present system 
of transit shpiments, cars move in the most direct geographical route and, as soon 
as sold, are plaved into fast freight service: 1,192 miles of haul are saved; 
1,192 miles of freight-car wear are saved at a time when bad-order cars are a 
major problem. 
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We, as shippers, will swear by affidavit, and if necessary, offer a bond to the 
iC stating we will not use a circuitous legal route as long as we are permitted 
he service which is efficient in cost, utilization, and conservation of car supply 

Transit shippers are policed in the utilization of car equipment by the stron 
factors in our democratic system, namely, profit and loss. The reduction of 
profits, or, as is the case, the apprehension of loss makes it absolutely essential 
hat the cars be moved at the earliest possible moment 

We would like to point out that on October 25, 1955, at a meeting of the late 
Governor Patterson’s emergency transportation committee a motion was made 
long the lines of order 910, 


gest 


The committee was composed of all types of Oregon 
hippers, not only lumber, but also grain and grain and seed products, Far 
Union, Oregon Farm Bureau Federation, and Northwest 


eau é Canners, as well as 
epresentatives of the A. F. of L., CLO, University of Oregon, a shipping advisory 
sroup, aid the West Coast Lumbermen’s Association and the Western Pine 


\ssociation. 


mers 


\fter lengthy discussion, the motion was defeated because : 
1) Members felt that at the very worst, 


ortant enough factor in any car shortage to warrant discriminatory attack 
n the small mill; and i 


» « 1] 
-) Secondly, 


transit-type sales were not an im 


and iost important, it was felt that the transit type of lumber 
shipment was too important to the small and 
handising of its products to tamper with. 

ho recapitulate : 


meditm-type mill and the met 


1) During a car shortage the transit sale affords a mill an ontlet for the 
ading of large cars which would be impractical under other lumber mercha 


echniq! © Many cars ure loaded with 40,000 to 45.000 board-feet of 

‘ry nnd some have been noted as large as 49,000 feet If it were not possi 

for the mills to load large cars, they would be in a much worse position 
xeessive inventory accumulations would force shutdowns and unemployment 


ntil the mills could get a full supply of cars aga 
he cars which are loaded out by other sates methods require longer to load 
nd contain, on the average, less lumber volume, be 


n. By way of comparison, 


ause the customer for this 
ype of shipment typically insists upon a small-tvype car. Moreover, during a 
ir shortage, the transit type of car is loaded faster and not held on the mill 
ding awaiting completion of cutting to fill the order the car was intended for. 
2) Because of the high costs of stumpage and manufacture today, many 
ilis no longer can finance the carrying of large inventories. They must keep 
ir products moving so as to stay as financially fluid as possible. 
3) It is significant that many miils are able to reduce their operating costs 
loading their product from the planer directly aboard the car without in 
curring the high cost of yarding the lumber. To many of the smaller mills it 
s vital to move their product as it accumulates. They have neither the space 
nor other facilities to yard their product as is done by the large mills. 
(4) The eastern lumber yard operator is in turn faced with the same prob- 
lem. The high cost of his lumber forces him to keep inventories to a minimum 
lence, he must have a source of quickly obtainable lumber to fill his lumber 
eeds. The transit shipment fills his need and in so doing absorbs part of the 
onomie burden of the high cost of lumber today. A yard that had a net worth 
f $50,000 in 1940 would need a net worth of S150,000 to keep the same inven 
The yards’ semispecified needs can be filled quickly and economic 
y—every car is actually filling a specified need without the usual 4 to 6 weeks’ 
‘MeLAV 


ory Loday. 
| 


(5) The mill operator can fit his cutting schedule to standard yard items and 
keep his production moving out. This provides better utilization of the log 
rhe Interior and Agriculture Departments are properly spending millions of 
dollars to encourage just such increased utilization of this valuable material 
esource 

(6) Even the few mills today that can afford to carry a large inventory 
ud it advantageous at times to move surplus items through the merchandising 
hnique of transits. 

(7) To the average mill the transit outlet saves the complicated expense of 
ales managers. credit risks, and financing which the average mill is noi equipped 
to handle. 

8) During periods of tight car supply. the average time that elapses from the 
me the car is placed at the mill to the time it is unloaded, is usually less 
than regular firm-order-type shipments. We cite the business of Timberlane, 

representative of many mills, taking the cars shipped in May and June 1955 
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during a car shortage These cars were diverted on an average of 3.9 day 
per car after the shipment date which means that as a general rule these «na; 
moved just as rapidly as the company’s firm-order cars, of which there ay 

\ hd ws soon as these are sold, they are diverted to the fastest routs 


The demand for the transit car is the highest during tight ecar-supply period 
because the customer is hot getting the orders which he placed at the mi 
shipped on schedule because of lack of cars. Therefore, this customer fills hi 
rder With a transit shipment in order to continue in business. 

Experience indicates that during periods of car shortage transit type ear 


conta IS percent more lumber than other methods. Combine this fact wit 
the evidence that transit cars during the car shortage take on an average on 
» davs between billing at mill and diversion 

l aluable car-days are saved by turnaround and increased tonnage. Ai 
the saving Increases as car shortage becomes more ucute 

Besides the fact that transits contain 1S percent more lumber than other ty 
shipments, the average small and medium mill will load any type car—fla 
cattle, refrigerator, or gondola Hence the savings more than offset the ocen 


sional safety-valve car that might unduly be delayed during ¢ar shortage. The 
use of these types of cars helps considerably by utilizing all types of equi] 
ment, inaximum loadings, and the shortest average turnaround time 

Considering all factors car shortages would seem to be alleviated by the 
transit-sale technique 

9%) It would be ridiculous and absurb to advocate the elimination of sorting 
or milling in transmit privileges They, too, consume car days in loading, un 
loading and reloading. But they are an essential part of merchandising lumbe1 
and lumber products 

We feel that it is Just as ridiculous to chop off, with no warning, the privilege 
of the manufacturers and purchasers of over 50,000 cars of lumber annually t 
sell and buy a car in transit The very fact that the customer has demande: 
this kind of service, and that the seller finds it economical, demonstrates its 
value in the merchandising of west coust products. It would seem to us that th: 
car supply would be a problem to consider in view of all commodity shipping 
and not specifically one product or one method of shipping a product within ai 
industry 

To many mills the transit is the difference between running and not running 
Any ruling that would hurt this form of merchandising is hurting hundreds 
mills and tens of thousands of employees 

What is most important, the lumber industry cannot afford to give up this typ 
of merchandising through regulation, even though the regulation be cloaked 


in the attractive guise of purported emergency. It would be a discriminatory 
ruling, slow in being rescinded, And before rescission the smaller mills would 


be irreparably damaged. 

Instead of legislating against one specific factor of lumber merchandising 
let us face facts of car shortage squarely. As Congressman Ellsworth stated 
recently. “The brutal truth is it is a matter that the ‘too little and too late 
policy of the big railroad has caught up with them and us.” 

Car loadings are running 8 percent greater than last year. The Nation's 
railroads junked 35.982 more cars than were replaced. The present rate of con 
struction, 4,000 cars a month, is a little more than half the cars being junked 
each month 

Let us also face the fact that at any one time there are more cars on bad 
order than are ever in transit shipments. Let us give the Interstate Commerce 
Commission power to compel railroads to get these cars repaired and back in 
service 

Another method of alleviating car shortage in our area would be to work fo 
regulation that would promote better distribution of cars. Last August during 
car shortage the national shortage was never more than 8 to 10 percent, whilt 
for this period the Oregon shortage ran 33 percent. Certainly something should 
be done to correct this problem. 

Attention should also be given to the ludicrous situation of having empties 
pass each other going east and west 

Add to this such remedial measures as having railroads switch cars every 
day. including weekends, instead of letting cars sit loaded or empty for as lone 
as 2 to 4 days before they are spotted. 

Other remedies to be considered are: 
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1) 24-hour loading or unloading limit on cars; 
2) Cancel average demurrage agreements ; 
3) Look into “sweetheart deals” which influence routing of cars; 
(4) Open up Portland Gateway. 
Still another and most important factor is the elimination of the practice 
dulged by some carriers of, in effect, renting cars from other lines rathet 
han building their own. The situation was well described by Commissione! 
irk in his testimony of March 29, 1956, before this committee \s he pointed 
the ICC needs the authority of S. 2770 in order to make it uneconomical 
certain Carriers to augment their own inadequate fleets by holding back the 
rs of other carriers that are doing a relatively better job of building additional 


rhe amendatory language proposed by Commissioner Clark seems helpfu 


i even necessary to enable the Commission to impose penalty per di 
henever and wherever needed. We strongly urge the passage of S. 2770 Ww 


he suggested amendment 
With respect to service order No, 910, however, we cannot concur in the Con 
ssion’s judgement. This is not because of lack of respect for the Commission's 
<pert knowledge of carriers. Indeed, we are confident that if the Commissio! 
d as much knowledge of the economics of the production and distribution 


umber as it does of the economics of rail transportation, service order Ne 
( would not have been issued. 
Certainly, a knowledgeable Commission would not have adopted the eri 
lure used in the promulgation of order 910.) On Mareh 380, 1 he Co 
ssion informally advised us that in October 1955 it began collecting statistics 
ort the order. Until the Commission releases its statistics, careful anal 
hem is premature and impossible. Suffice it to say at the moment that the 


nmission in gathering its statistics was acting in obvious ignorance of 


ject matter because its statistics fail even to allude to the car si g 
unber transit sales In effect, the Commission looked only at the linbilit 
de of the balance sheet and, through ignorance or otherwise, ignered the as 


But the salient and terribly distressing fact is that in October 
ssion began +o gather its inadequate statistics. On March 19, 1956, the Con 
<sion Issued service order 910 For over Oo months the Comiunission was 
arently preparing for the issuance of its order. It is an order which strike 
lnedleed the 


195 the Cor 





an industry of which the Commission has no expert knowled 
lev exerts almost its total force against only the small- and medium-size inde 
endent units of that industry Yet in this entire 5-month period there was ne 
isultation with these small- and medium-size business units Indeed, there 
vas not even a word of warning 
Without prior notice, on March 19, 1956, the order was issued, to become 
ffective April 9. Nor was this gap of a few days intended to afford these stricken 
eople an opportunity to make any adjustments. The Coninission’s view, as re 
ited to us, is that the gap was intended to accommodate only transit cars then 
route. The Commission intended that from the moment of notice of its order 
ransit sales would stop. What the small mills were to do, what the lumber pur 
hasers were to do, What was to become of Oregon's economy, seems not to have 
heen considered. There was ho consultation with us: no warning. It is difficult 
conceive of discretionary power exercised more arbitrarily, more imperiously 
In the circumstances, we ask the committee to use whatever persuasion 01 
Wer if possesses to induce a suspension of this service order No. 910 until the 
inimission holds a hearing, formal or informal, in western Oregon, for the put 
ose of acquainting itself with the economies of the lumber industry it seeks t 
eculate, and particularly of acquainting itself with all aspects of the 
technique 


tratsit-Ssale 


Senator Morse. I want to say to Mr. MeBarron and the others. 

nee I testified here this morning I have testified in two other com- 
mittee hearings, and that is why I missed your testimony, but it will 
be studied by me very carefully and made use of by me, as I continu 
to press for a hearing on this matter. . 

In fact, Tam cong to the floor of the Senate now to make a Sp ech 
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Senator Scuorrren. [| want to say, Senator, that I indicated 
rentlemen testifvine here that they May supplement the record an 
hat it will be held open for their bhenetit. They have indicated that 
y would want to file an additional statement. 

Senator Morse. [ will be in consultation with you, Mr. Chairman. 
.f, 2 later hour. 

Senator Scrorpren. I, too, want to make the Senate floor as 1 have 
mething important coming up there. I appreciate you gentlemen 
ippearing here. We did take vou folks from Oregon because yor 
were here roma long distance, . 

It is my purpose to recess until 2 o'clock and then I want to hea 
Mr. Martin Weigand, Sr. He is here. He will be the first witness a 
2 o'clock. i hen we will proce ed with the regular order 

Phe committee will recess until 2 o’clock in this roon.. 

Phereupon, at 12:40 p. m., the committee was recessed, to recon 
vene at Z p. mn., of the same day.) 


AFTERNOON SESSLON 


Senator ScHorrpreL. The committee will come to order. 

Is Mr. Martin Weigand in the room / 

(No srhncotlenng 

Senator Scnorrren.. Mr. Walter Renz / 

( No response. ) 

Senator SCHOEPPEL. let the record show that we have a le stter he ‘Te 
fron. Mr. Renz expressing his regrets because of his inability to be 
in attendance here, and submitting a letter with reference to testimony 
on S. 2770, which we will have incorporated i in the record. 

(The letter referred to above is as follows:) 

Hon. WARREN G. MAGNUSON, 


Chairman, Committee on Interstate and Foreign Commerce 
United States Senate, Washington, D. ( 


Drar SENATOR Magnuson: Thank you very much for your kind invitation 
to appear before your committee in its hearings scheduled for March 29 and 
30 on the subject of freight-car shortages. 

With reference to S. 2770 which is part of the matters into which your 
subcommittee will inquire we, of course, do not feel qualified to testify—not 
being carriers. 

Further subjects in which your subcommittee has indicated its interest have 
to do with the pnresent situation regarding orders outstanding for new freight 
ars, and the overall production situation. While we, of course, have the 
deepest interest in these matters, it appears that the material which we might 
present here will undoubtedly be covered by the representatives of the AAR 
and we do not feel that we could contribute any different or additional informa 
tion which would be helpful. 

I should, of course, assure you that the contract carbuilders are doing their 
utmost to maintain as high a current rate of production as possible. Our in- 
dustry is prepared, and is capable, we feel, of meeting any future demands 
upon it for freight-car production in the foreseeable future. 

The foregoing assurances I have been authorized to make to you by Mr. Lester 
N. Selig, president of the American Railway Car Institute. Unfortunately, 
Mr. Selig, who is our only authorized spokesman, is on the west coast, where 
he will be detained until after the time of your hearings. 

In the light of this situation I am, of course, compelled, respectfully, to 
request that we be excused from appearing at your committee’s hearings. 

I am, of course, grateful on behalf of the institute for your invitation and sorry 
indeed that circumstances prevent our appeuring. 

Sincerely, 
WALTER A. RENz. 
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Senator ScuorrreL. Is Mr. Victor E. Cooley, Deputy Director 
of Defense Mobilization, here ? 
No a ) 
Senator ScHorrreL. Is Mr. W HE. Ott here / 
Mr. ¢ Orr. Yes, sir. 
Senator Scnorrre.. We will hear from you, sit 


fTATEMENT OF WILLIAM H. OTT, JR., CHAIRMAN, LEGISLATIVE 
COMMITTEE, THE NATIONAL INDUSTRIAL TRAFFIC LEAGUE 


Senator SCHOEPPEL. Mr. Ott. you have a prepared statement, I 


Mir. Orr. Yes, sn 
Mr. Chairman, [I have a prepared statement which is entirely lim 
to S. 2770. Lam not prepared and do not intend to attempt to 
fy on the general car-shortage situation but just on this one bill. 
Senator Scuoerren. That is quite all right, sir. You may proceed 
yvourown way. We will be glad . hear you. 
Mr. Orr. Lam William H. Ott, Jr. Tam chairman of the legis 
tive committee of the National Industrial Tratflic Re whose 
eis at 711 14th Street NW., Washington, D.C. I appear here 
» express the opposition of the membership of that league to the 
sions of s. 2770. 
e National Industrial Traflic League is a national organization of 
directly and individually e1 ia ged in the shipment and receipt 
mmodities. Its membership also Siniilion chambers of commerce, 
irds of trade, and similar commercial organizations whose men. 
ers hkewise have a substantial and continuing interest in traffic and 
I sportation matters. 
rhe league represents and expresses the interests of those who 
Muth ship and receive frereht, the pavers of transportation 
ves; it has no carrier membership. 
The membership is drawn from all parts of the United States and 
des practically every line of industrial and commercial activity. 
fembers make use of all of the different types of transportation and 
e a direct interest in the efficiency and economy of rail operation 
din the adequacy of rail car sup ply. 
Ss. 2770 was introduced at the request of the Interstate Commerce 
mission. The bill proposes the addition to paragraph (15) of 
ection 1 of a new and additional clause. Paragraph (15) now gives 
ie (‘ommission certain powers to be exercised in the event of 
ergency. The new clause (c) would add to such powers authority 
To impose on one or more carriers, when a shortage or threatened short 
of freight cars exists, such charges (in addition to the carhire, car-cental, 
wr diem charges, or mileage rates, then in effect) applicable to any type of 
reight car in any section of the country during such emergency, or threate ned 
ergency, aS in the opinion of the Commission are reasonably calculated to 
eve such shortage or threatened shortage by promoting the expeditious 
vement, distribution, interchange or return of freight cars, and nt ditional 
larges shall be paid by the carrier using such cars to the owners; 
The Commission’s justification for the requested additional author 
‘y contains the following: 
During and since World War II every mensure reasonably calculated to extract 
eater utilization from the existing inventory of freight cars has been adopted 
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bv the Commission. * These mensures, however, have been inadequate 
re 1] problem aris f hat is perhaps the most Important segment 
the evele of and di ement, the phase when the car is in the hat 
\ ne as the ear is the hands of the carrier, the Commission has virtua 
to Colmpel prompt acti Phe lack of effective means to spur ond stin 
ads in greater act tv in times of car shortage is the maj 

ess of the present ¢: ~e ce provisions of the act 
Lencue menmibe ive an vital interest in the greatest possible ef! 
eneyv of ear uti tioh., being the Yroup which are dependent ip 
irs for tra ition service. Nevertheless these members Ca 


hot agree w th thre posit QO} of the ( omission as quoted above. 
phe avowed purpose of the propos sed legislation is to make possib 
more efficient use of rail equipment, particularly freight cars. Suc 


eficient use includes UNOng other eleme nts the following: 
|. Prompt movement of cars while in the hands of carriers. Th 
includes movement in line-haul service, the most expeditious mov 


ment possible by the shortest practic: ble routes: and movement 
terminals, meludiu oO ntermediate switehing service, prompt place 
ment of cars on sidings, team tracks, or at freight houses, removal o1 
such cars when loading or unloading is ompleted, and the handling 
freight by freight house crews. 
Ze Prompt ha arenes if cars when in the hands of shippers. Th 


includes the order) a of only such ears as are required for loading 


prompt loading and unloading after placement, heavy loading to thy 
extent practicable, and the use of only such additional services 





ae essential, such as we oehing and rewelghine, use oft Z cars for 
and so forth. 

3. No hoarding of empty cars by loading lines in expectation of 
future ear orde rs, whe empties are needed and should be In use al 
other loadi ho points, and without regard to whether hoarded 

are on line or foreign. 

t. Efficient and economical use regardless of ownership. This 
involves disregard of ownership and the normal movement of emptie 
to or toward the home line, where loading demands would requir 
the use of the car otherwise. 

The Interstate Commerce Commission now has adequ: ite power t 
u complish all of the above-mentioned objectives by means of operat 
ing regulations issued under paragraph (15) of section 1: 

a) To suspend the operation of any or all rules, regulations, or practices 
then established with respect to car service for such time as may be determined 
by the Commission 

(b) To make such just and reasonable directions with respect to car service 
without regard to the ownership as hetween carriers * * * as in its opinion 
Will best promote the service in the interest of the public and the commerce 
of the people = 

This 1 Is the normal method for handhne such situations, used by the 
Commission today and adequate for the future. 

| quote from Palmer v. United Ntates (75 F. Supp. 63): 

The statutory plan is that the interchange and return of cars are to be cor 
trolled by reguilat 


tions 


ons designed and directed to that purpose—operating regula 
The Commission has power to and does issue service orders on all 
of the subjects discussed above, which orders relate to the line-haul 
movement of cars by carriers and their handling in terminals by 
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lnstanee Order No. 910: Railroad Operating Regulations for the 
velment ot loaded freiaht Cal's sO extensively cdliscussed this morn 
to become eltfective April 9, 1956, whieh proh Dits among othe 
es slow scheduling or setting out at intermediate points except 
en brought about by emergency ol SOU Operating requirements. 
Phe Commission has in the pst ssued orders agaist shippers and 
elvers establishing penalty demurrage, PELTED loacdine require 
ts, limiting additional services, ete. It has required the move- 
t and delivery oft specified numbers of certain classes ot empty 
nto named territories or through named gateways, to prevent 
hoarding of those empties for loading and to build up the car 
ply in territories where required. 
ership of the ears involved or of the normal direction of move 
ttothe owning line. 


it has issued orders requirin yr movement of Cars regardless of the 





In short. by hue rous regulations of the character mentioned, 
ied from time to time and directed toward specific or genera 
] } 11? ] t ly } 

tions as the need required, the Commission has dealt with the 


ect. Further, it should not be thought that such regulations have 
\\ thout etlect. The act provides substi tial pennities for VIO 
( of such orders whieh eat be imposed, 


¢ ‘ ee 1 


tself the passage of S. 2770 will not eliminate the abuses which 


} 1 


nm poor cal utilization. It will change the location of the 
ticular point at which a carrier determines to take a particular 
with respect to its supply of ears, but it will not change the 
racter of the action taken. 
If, despite the additional charges imposed by the Commission under 
TTO. 1t remains profitable fora earrier to hoard foreign-line enip- 
for its prospective loading, the carrier will continue to do so; 
remains profitable to intentio) ally delay loaded Cars in line ha 
terminal movement for trafie or other considerations they wil 
| be delaved. 
[fit remains profitable to accept some delay terminal movement 
iuse of the high cost of switchi Y, the high eost of frer@hthouse 


ou 
1 


5, Or Lor other reasons, Cal's will still be ce laved in termi ils. 
If the imposed charge makes it cheaper to vet foreie@n-line cars ofl 
to or toward the home road, rather than to where elipties are 
eded, the former action Ww il] continue to be taken. 
Phe Imposed charge will not reach and will not release empties 
irded for prospective loading by the owner line. The charge Lay 
It in the movement of emptv cars to the owner line even if no 
ec eXISTS for the CALS ON the home rond, 1 cl they are needed e] e 
ere, 
I) short, all CALT le . practi es that presently 1) hg about or Inerease 
~eVverity of car shortages could contiue, varied in detail by the 
1 


ener charge Imposed by the Commission. but continue t 
their essential character asiat present. 

In addition to the failure of S. 2770 to attain desirable results, it 
Il bring about some highly inequitable situations. The increased 
irge imposed by the Commission “applicable to any type of freight 
ir on any section of the country” will aeerue to the owner of the 
ticular car involved, nothing but a windfall to that carrier. 
Whether such windfall will tend to increase total car supply by 
couraging building of additional cars is at best arguable. 








7s | ( J RSTA COMMER( ACT 
j ‘ th =upect should be approached direct 
re out manner. The owner line recelvil 
} istunce mav itself be 2 worse offender Wit 
on than is the paving line. In other words 

! ' between the paving and recelving lines i tl 

rrangement 

{ ’ ( ( ‘ WOU ive power to eXel 

tivit spect to the tvpe of car and the area t 
! i r¢ ee, accruing to the owner line rather t 
) »>tThHe Cy ! \ ould result i eross dis rimin tio 
! | Ce] rea without ability on the part ot t 
{ t¢ t it charge or that dl scrimination despits 
f + 4 handing on its part. The penalty would f 
‘ ii does the mos pertect ob of enn hand 
{ Cro evciugent 
ort, tie wue believes that the desirable object ves whl 
Sy ii | ntended to reach can now be completely and adequately 
ieeo ed by the Commission under its present powers ; that th 
Dowe e( ns 770 could not directly accomplish those obje 
eS. And wol 1 the contrat lend to some hig ily inequitable results 
a ieeetan races bill ke not approved. 

S or Sci per. Mr. Ott. I don’t believe I saw vour stateme 
H ! ers GO VO aveinvour oraea lization / 

\I Ory The lenoue has some 1.700 members. included in whi 
ire ry Y V ore sin their own rieht, which organizations 
of course en ( of members of their own—chambers cf com 

e paras « trade. as well a vidual industries. 

- for SCHOEPI You refer to Palmer v. Un / Ntates. What 
10 \ ¢ { t decision ison the Commission's author 
Té ‘ ,| 

\i on i ‘ my - on authority to establish charge 

( 1 te they could take Into account in measur! 

! { tor Case's discussion this morning that 
- oO bills befor tie Con eress which would change the di 310 

{ { SP eCTeCr 

Id the b nd Tan ot prepared to discuss them. But 
th { ! iy dn ed the ¢ ommilssion to certain factors 
dete; { vnount of the per d em charge. 

™ ! aes ORPPE! Why shouldn't the ICC have power to sett! 
penalty per diem / . 

Nii Co) \I\ ) SCul on here, Senator, IS 11 tended to vot 
the } t that the pe Itv per diem set and administered the way 
S977 roposes no roper way to reach the ear shortage situatl 1 

i one member hip. obviously intensely interested in car 
shortag - _ ey sitter aS Individual members. as neople who talked 


to you this morning s 
may or may not be ai 


Cention bi either 


‘| he electivity . the 


itfer. And an increased per diem charge overal] 
nethod of inducing increased car production ot 


the addition of new ears or the failure to retir 


Commission's discretion of additional charg -, 
rges in certain situations, as this bill proposes, 


ave an substantial effect in increasing tlh 





! 
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Senator Scnorpren. Thank you very much, Mr. Ott. We appreciate 
ving your views. — 

Mr. Orr. Thank you, sir. 

Senator Scuorrprer. Mr. Triges, of the Amerie Farm Burea 
ederation. 

; Triggs, I note that vou have a prepared statement. \ 


ed in any manner that you desire. 
Mr. Trees. Thank you, sir. 


ATEMENT OF MATT TRIGGS, ASSISTANT LEGISLATIVE DIRECTOR, 
AMERICAN FARM BUREAU FEDERATION 


Vr. Trieas. The opportunity of presenting the views of the Amer 


Farm Baan iu Federati on on S. 2770 1 1} 


} rey? ‘ 
26 = p47 TLE } ~ 


ata 
tif 


autho ized bv action of the board ot dire tors of the Kedera 


A 


The American Farm Bureau Federation favors the enactment of 
70. We recommend an amendment, hereinafter stated, to clarify 


” {} . hi 
Pose and more effectively accomplish its ol jective 


Lhe severity of the rail car shortage and the adverse effect of such 
tage on farmers and other shippers in certain areas has been r 
| 


in prior hearings of the committee. Without laboring 1 


o 


he 


we wish to point out that we = received numerous reports 

it a shortage of rail cars has resulted in (1) a _ loss of domestic and 
ion sales of grain, (2) extra co sir the ‘Tay « f vessels await 
1] shipments ot ernaim, (3) the el ee at loe eleVatol vhen 
nal storage is available, (+) inabilits of farmers to delivei U ain 


eal elevators because such elevators have been unable to ship to 
als On A timely basis, and ()) delivery of eran OO more eX 
ve truck facilities. 


We understand that some authorities believe the shortage of rail 
during the 1956 harvest season will be even more eritical than m 
ent ye “urs 

sblatioal situation with respect to the declining win ber of rail 
! “f t] ie face of increasing rail traffic is well know n to the commit 
ile ton miles per car day has increased, this increase has nof 

n sufficient to avoid critical car shortages in many : aS. 
if 3 we look behind the overall industry picture we gee that many 


{ 
\ 
} 
Ie 
i 


roads own an adequate number of cars in re 

that many other railroads do nok. 

We submit that each railroad has an obligation to other railroads 
d to the public to own cars in proportion to its share of total rail 
nsportation. 

We believe that S. 2770 has or should have two major objectives. 

"1 © authorize the Commission to establish higher car rental rates 
urine time of actual or threatened ¢ shortage of rail cars as a means of 
xpediting the movement of rail cars such increased charges to be 


pplicable either generally or to ae ifiec railroads which are con 


0 iting to the shortage. 
To authorize the Commission to establish higher ear rental rates 
ing times whien it is reasonably clear that a tee situation will 


e\ lop later on dur ing the vear such car rental rates to be appheable 


Or \ilroads that do not own rail ears proportionate to their usage 


f rail ears. 
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li . We Delleve, Clear thal s. 2TTO0 would authorize the first objectiy 

sted above. 

We also believe it is clear—and this has been reemphasized by thi 
(‘ommilssion’s testimony this morning we also believe that it is clear 


that S. 2770 would a complish the second objective listed above. li 
the Hal uae of the hew bill] tay be SO interpreted, and if the bill wert 
now law it would be possible for the Commission to advise certain 
railroads now (since there is now a threatened shortage) that the. 
must pay penalty per diem rates on foreign cars. 

Since the language of the bill is not entirely clear in this connection, 
ind in order to cl: ivify this matter and establish e learly the intentio: 
of the Congress in this connection, we recommend that on page 2, lin 
y) of the bill, after the word “cars,” that there be added the following 
words: 
ind by encouraging increased Ownership of freight cars by railroad companie 


x * 


which do not own freight cars proportionate to their use of such cars 


I have been oratified by the fact that the Commission this morning 
made a recommendation for almost identical words incorporated 1] 
almost the same place, ind I did not know that they had intended t 
ado SO. 

This issue was considered by our board of directors vesterday at 
which time they endorsed the policy as set forth above—and indicat 
their belief that the increased rental rates should be assessed as 
penalty to accomp lish specified objectives and such penalty rates 
should be for temporary periods during which there are actual 


threatened shortages. 
We appreciate me opportunity of presenting the views of the Amet 
ican Farm Bureau Federation on this question and respectfully urg 


vour favorable poe ration of the amendment we have suggested. 

Mr. Chairman, I would like to just add this thought. I think it 
s unfortunate that this matter comes up in this committee so late 
during the session of the ¢ ‘ongress. We hope that the bill can be re 
ported expeditiously, and that Senate action can be obtained quickly 
«0 that there Is some possibility ot accomplishing it In the legislative 
session this vear. 

With full support of the comments that Senator Morse made this 
morning, of the need for a complete and comprehensive investigation 
of this and other related problems, I would certainly express our view 
that such investigation should not hold up the enac “3 nt of this bill. 
because if it does hold up the enactment of this bill, it just won’t get 
enacted this vear. 

I noted with interest the views of the National Industrial Traffi 
League as presented by Mr. Ott. In spite of the det: ailed analysis of 
the present powe rs of the Interstate Commerce Commission whic hy die 
summarized, it is still nevertheless a fact that the Commission does 
not have authority to establish an economic penalty against those 
respol sible for car shortages. 

With all the regulatory authority that they have, I still don’t be- 
lieve regulatory authority accomplishes the objective the way a pocket- 
hook pe nalty does. 

He a roued that the bill seems to be unnex ‘essary to accomplish its 
objectives, but certainly the present regulatory pattern is not satis 
factory, has not in fact prevented car shortages. 
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Interstate Commerce Conimmission Says that they need the 
A thority to prevent car shortages, and this will accomp!| S| t. and 
LI are nelined to agree with them that that is the case. 
Senator Scnorrrent. Might IT ask vou this, with reference to vou 
on and the suggested amendment: Hlow would you determine 
I proportion of ownership to the uses by the various lines ¢ 
\iv. TRIGGs. The simple wav to do it would be to take the total 


>. percentage ot the total. and total carlonad, perce tage ot 


{ nited States total. 1 don't think this would he idequate. | 
- enp-miles, or ton-miles. There are probably half a dozen © 
that should be used. [ would hesitate to suggest any particular 
? i because there are so Many varying circumstances. IT am sure 
the Commission, with their statistical information and then 
rts in this field, wouldn't have too much trouble findine the best 


of car useage. 
senator Scuorrret. Thank vou verv mueh, Mr. Triges, for your 
ind the views of your organization on this bill. , 
Vir. Thomas Preston, general solicitor of the Association of Ame 
| 
i 


tullroads. 


STATEMENT OF THOMAS L. PRESTON, GENERAL SOLICITOR, 
ASSOCIATION OF AMERICAN RAILROADS 


“| tor Scrorprrn. Mr. Preston, I note that you have a prepared 
ment. You Nhat proced, SII’, as Vou desire. 

Mir. Preston. Thank you very much, Mr. Chairman. 

\t the outset I should lke to Say that my statement and mv testi 
1] deal with the provisions of S. 2770 as we understand if 

ll approach that bill from the point of view of what it would 

orize the Interstate Commerce Commission to do, and will hy no 


s be confined to a consideration of what Commissioner Clarke 
fied this mMorming the Commission nieht presently have in mind 
ay of an activation of the bill if enacted. 
In other words, we think this bill authorizes action by the Com 
on way beyond anything that the Commissioner has suggestec 
morning, and in addition we think that what he did suggest 


] 
i 


Nt \ impractical. 
Having said as much, Mr. Chairman, I will proceed with n Vv pre 
red statement by identifying myself as Thomas L. Preston. 
f am general solicitor of the Association of American Railroads 
th headquarters at Washington, D. C 
Phe Association of American Railroads is a voluntary nonprofit 
ranization. Its membership comprises railroads which Operate 
| 


Lie 


re than 95 percent of the total road mileage of all railroads in t 
ted States and have eross revenues equaling about 95 percent of 
total eross revenues of all railroads. 

My appearance today on behalf of the AAR is in opposition te 

2 atte. introduced January a: 1956, by the chairman of this com 
fee (by request ). The declared purpose of the bill, stated in it 

tle, is to aid in “alleviatine shortages of railroad freight cars dm 
periods of emergency or threatened emergency eee 
Phe bill would seek to alleviate freight ear shortages by amending 

on 1 (15) of the Interstate Commerce Act so as to confe) upon 
e Interstate Commerce Commission authority to Impose car hire 











SZ AMENDING INTERSTATE COMMERCE ACT 


charges in addition to the regularly established rate in accorda: 
with particular provisions of the bill which I shall discuss in son 
detail presently. 

Whether there is a relationship between the level of the per die 
charge paid by individual railroads for the use of cars of anothi 
ownership, the acquisition of an adequate national freight car fleet 
and promotion of efficient and expeditious use of foreign line cars at 
their due return to the owning roads, has long been a vexed problei 
in the railroad industry. 

Legislative proposals such as that embodied in S. 2901, 82d Cor 
gress, which would have conferred — the Interstate Commet 
(‘Commission ny in times of car shortage to double the goin 
per diem rate applicable to all wiieels alike with respect to an 
specified class or classes of freight cars, have been supported by 
important segment of the membership of the Association of Ameri 
an Railroads and opposed by a different important segment of t] 
membership. This difference of view within the industry concert 
ing the relationship of the level of the per diem rate to alleviation of 
a car shortage still persists, and I wish to make it clear that on behalf 
of the nn I take no position with respect to that matter. 

It is a striking fact that, notwithstanding the difference of 
regarding the question of an increase in the level of the per diem rat 
to be applicable in times of car shortage, the me mbership of the Asso 
lation of Americar alone is united in opposition to the pending 


bill. Ss. 2770. 


la 


This united o ppt sition to the bill arises out of the character of 
particular provisi ions. The bill would authorize a highly —* 
imposition of Inc neased charges, not only as between sections of t 
country but also as between individual rz allroads and as between differ 
ent types of freight cars. 

Under the bill, = ne r diem rate to be paid by a selected railroad 


with reference to a cted type of car would be increased in amounts 
left to the elias. = retion of the Interstate Commerce Commis 
sion. The enhanced charges would be pay: able to the respective owners 


of the class or classes of freight cars in the possession of the desig 
nated railroad or railroads. 

The bill plainly contemplates that the selection of railroads to Ix 
subjected to the extra charge and the se — of the class or classe 
of freight cars to which the same shall be applicable is to be made 
by the Commission upon a determination or belief that such railroad, 
or railroads, is delinquent in the expeditious movement, distribution, 
interchange, or return of the freight cars subject to the enhanced 
per diem charge. 

Presumably, in order to make its selection, the Commission woul 
be under the necessity, through inspection on the ground, of determin 
ing, with 1 respect to part ticular operating practices of particular rail 
roads in particular localities, whether those practices were or wer 
not conducive to efficient and expeditious car handling and distribution 

Presumably, if practices deemed inefficient were discovered, the Com 
mission would prescribe the operating technique which in its judgment 
would remove the deficiency. 

The sanction to such Commission-prescribed operation would be 
the threat of mult iple per diem charges. Thus, the bill would in effect 
authorize the Commission to compel railroad operation in accordance 





AMENDING INTERSTATE COMMERCE ACT S3 


th its conception of operating efficiency. In the field of car service 
nd ear distribution, the bill is not very different from the so-called 
perating-rules bills which have been from time to time considered by 
ongress and uniformly rejected. 
It does not require | great Imagination to appreciate the demoralizing 
fect upon railroad operation of interference, supervision, and pre 
ription of practices by agents of a regulatory body, coupled with the 
eat of pecuniary penalty. Dual management and divided responsi 
lity could not fail to introduce dis} ute, resentment, and a ceneral 
| -s of efficiency. The railroads aac that such would be the in 
table etfect of S. 2770, should the Commission undertake to imple 
ent such a measure. This it would be the duty of the Commission to 
f the bill were enacted, though where the Commission would find 
e necessary personnel it is difficult to say. 
Serious discrimination would be an inherent practical result of an 
mpt by the Commission to carry out the prov isions of S. 2770. In 
iting some instances of ineflicient operation the Commission would 
bly miss other instances, for it could not conceivably proceed 
erwise than on a spot-check basis. It might, and as we see it ce 
y would, result that many railroads perhaps only shghtly deficient 

| be subject to penalty per diem charges while their competitor 
ps more deficient, would escape. Further than that.1f cars owned 
he second railroads mentioned happen to be upon the rails of the 
the more deficient roads would actually be rewarded by the receipt 

anced per die In payments, 

thermore, since the increased per diem charges would attach 
i] cars of a specified class or classes, a road subjected to penalty 
diem by the Commission might well find itself in possession of 
| etting increased per diem payments by other roads also subjected 


| 


ilty payment, as a result of the location of cars of its owner 


| S. 2770 amounts to a delegation of authority to a regulatory body 
proceed in the absence of any defined factual standards to sele 
cordance with its uncontrolled judgment as to the existence 


ictual or threatened car shortage, victims of penalty per diem 
thus to transfer important sums of money from one railroad to 


ther. 

Phis delegation of unrestrained discretion and power Is such as to 
rvest serious question whether the bill if enacted would withstand 
uttack upon its constitutionality. It will not do to say that the 


mmission is a highly respected and responsible body and would 
erefore not be guilty of arbitrary or capricious action for it 1s the 
ibility of Congress to see to it that the regulatory body is not 
Lina position to act in arbitrary fashion. Furthermore, it seems 
vr that with the best will in the world the Commission could not 
oid arbitrary results should it undertake to activate the provisions 
| s bill. 
Your committee should never lose sight of the fact that car sh 
Ka mien to the gravest disadvantage of the railroad industry itself 
' d that no group can have a stronger motivation to overcome their 
| urrence than railroad management. The perplexities are many 
f serious difficulties remain to be overcome but you may be assured 


t 


’ f continuing intensive attack upon the problein. 


ee 


’ + 
SHOT 


a? 
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‘| is. In September of last vent the board of directors of the Assi 

ition of Americat Realy tds authorized the employment ot t} 
outstanding firm of management consultants known as Robert Hel] 
& Asso . Inc.. of ( leveland, Ohio, to analyze the activities of t! 
Iss¢ ition and un part eular to study all phases of the problem ( 
freioht ar su yply and distribution. 


Robert EI ler & Associates has an extensive backeround of tral 
portation work for railvoads and railroad organizations. It is believe 


that the Heller study of fr ioht Car Sl pply and distribution may } 


I 


the most comprehensive yet undertaken and it is hoped that it w 
nomtthne wavton solutio} of tl e car shortaa problem. 


l 


Cooperating with He ‘ler ¢ ee In this endeavor are the « 


ervice division of the A R and many key transportation executi 

of large and small railroads 4 roughout the country and in Canad 
I am advised that may r considerations in this examination of the ec 
ipply situation include the following 


1) The total number of fre ioht ears needed currently and 
ore eeable future adequate ly to meet sh ipper require ments. 
2?) The number of cars that should be owned by each railroad. 


3) The on-line ent requirements of each railroad. 
(4) The basis for car ow) ership and ear rental, taking into fu 


‘count the varving demand for cars. 

5) Rules and regulations governin @ the loading of foreign cars 
ind the return of empty cars to owning railroads. 

(6) The basis and re for emergency distribution orders 
the car servi e din isk f AAR 
7) Organization requirements of the car service division for eff 


tive administration of car distribution. 

(S) Maintenance of the car fleet at essential standards. 

(v Changes in ope rating practices tO ierease car utilization. 

(10) Shipper priy tleges that “emi ear utilization. 

I mention the engagement by the railroad industry of Heller & Ass 
ciates to undertake thei urrent “studs from an outside point of vie 
asa tangible indi ation ot industry W ide concern with the ear-shortag 
problem and continuing dete) mina ion to overcome it. 

Your committee's attento1 should be ealled to the fact that the elass 
I railroads do now have on order more than 131,000 new freight car 
hich. owing to the severe shortage in the supply ( 
steel, deliveries are fortheomi mY at the rate of only one half of t! 
Capacity of the car producing plant. 

I may interject to say, Mr. Chairman, that [am constantly stru 
with the circumstance that while severe shortages in an industry Sui 
as steel do occur, and do Impose hards ships, the A" do not seem to brin 
forth the outcry that invariably occurs when, for sooth, as in this in 
stance, partal lly at least in reason of the steel shortage, there occurs 
limitaton in the supply fre ioht ears, 

Of course, I recognize that that facet is a tribute to the underly o 
essentiality of the service that is rendered by the railroad industry al 
the imperative need of the COUNTY for the services of the riullroas 
industry. 

I also suggest that that same ¢ ‘ircumst: ance should lead those in Co 
eress and those on the Interstate Commerce Commission who hav: 
authority in the matter to view the perplexities of the railroad in 


notwithstanding W 


» 
af 
a 
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try with a sympathetic and understanding mind, anc where 
sures that will assist the railroad industry in meeting its own prob 
= are under consideration, that Congress should lend its support to 
leaAsures. 
I have more to Sal about that in the course of ny statement. But 
loes seem to me, Mr. Chairman, that notwithstanding the complaints 
the hardships—and we do not undertake to underrate the hard 
ps of car shortages hot withstanding all that. it seems to me that 
should, in connection with this Wiatter, perhaps stop to count oul 
eSSINGS. \fter all, as 1 heard it said on the Hoor of the Senate yes 
day, under private management and control, operating through the 
um of some 130 and odd privately owned and operated railroad 
ass IT, and a very very much larger number of privately owned 
t lines, the railroads of this country, without Government subs dy, 
hout Government intervention in their Operations, do per form the 
est national transportation service known in the history not only 
uw country but of any country. 
so whe h we think : ‘ hout the perplexities, and about the dificult es 
these car Sake let us, as Tsay, stop on the other hand a moment 
ount our blessings ana look not with too intolerant a view Upol 
ecessary\ difficulties and shortcomines which hiavy dhere iW) a 
empt to render that national transportation service. 
iv shortages ought to be minimized: they ought to be overcome. I 
ive vou of the completeness of the effort of the railroad madustry 
elf, without the compulsion of fines one penalties and interference 


(government, todo that. And it is for that reason that these pee rile 
e been emp loved, and they are mig) experienced people VilLO 
oach this prob Nem from the outside Plena uni \ predispositi is 


itever from the st: indpoint of indi eee, ailroad pont of ae 
ook fully ito eve ry aspect of this thing and see whether they can 
e suggestions for a solution which, within the railroad industry 
selves, we have thus far hot heen able tO arrive at. 

Now, Mr. Chairman, to return to S. 2770, we are confident that its 

wtment would not represent a constructive contribution but rathes 

ereverse, Notw ithstandine ditferences of view W ithin the mclust r\ 
0 ding numerous facets of the car supp rly prob le mm, the railroads 
re, as T have said, at one in their opposition to this bill, and this is a 

cumstance which ought, we submit, to carry great weight with vour 
hiniittee. 

Phe simple truth is that inadequate railroad earnings are the fim 
unental cause of an inadequate car supply. I could not state this 
‘effectively as it was put by Commissioner Owen Clarke in an address 
efore the Allegheny Regional Ady ISOVY Board at Pittsbureh,. Pan 0 

March 22, 1956, which T understood from you, Mr. Chairman, 

or ning, will be inserted in the record of this hearing. 

Senator ScHorpreL. It was incorporated in the record. 

Mir. Presron. In that address Commissioner Clarke said: 

Mhere are more fundamental factors than emotional attitudes that affect the 
te of private investment in freight cars. Anyone who looks at the record 

{ be impressed with the fact that purchase of cars generally has fallen with 
Ckening business and low earnings, and has risen again with increased 
isiness activity and improved earnings. 

The close relationship between profits and railroad willingness and financial 

lity to invest was recognized after World War I, when car shortages were 

y severe. Accordingly, Congress incorporated provisions in the Transporta 
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tion Act of 1920, authorizing higher rail rates and, thus, higher rail profits i 
order that the country as a whole might have a more ample supply of cars 
and other rail facilities. But despif€ that policy and the historical example 
of how greater profitability in the subsequent 1923-to-1930 period led to more 
adequate investment in such facilities, in the decade since World War IIL the 
railroads have been expected to supply adequate cars, improve their roadways 
and mike cost-reducing and service-improving investments on the very lear 
and substandard average return of 3% to 4!'5 percent on their depreciated 


eapitalinvestment. Today's inadequate car supply has been one of the inevitable 
results of that low-return policy. 

Shippers who have strenuously resisted postwar rate increases to cover 
inflationary costs should not be surprised at the result. But in their own 


long-run interest they should ponder the implications for the future of con 
tinuation of those policies discouraging to adequate private investment. I an 
firmly convinced that the one thing, and the only thing— 

I repeat that, Commissioner Clarke said— 

I am firmly convinced that the one thing, and the only thing, which will ever 
enable and cause the railroads to carry out a sufficient program of freight-car 
acquisition and plant improvement will be to permit them to earn sufficient 
net return to raise new capital required for these purposes. Only in this manner 
ean railroad facilities continue to expand to meet the expanding economy of an 
expanding America. 

That is the end of my quotation at this point from Commissioner 
Clarke’s address. 

It hardly need be said that among the factors which account for 
the inadequacy of railroad earnings are direct and indirect govern 
mental subsidies to competing modes of transportation, including 
carriers by highway, air, and water; restrictions upon railroad dis 
cretion in the field of competitive ratemaking; inhibitions upon dis 
continuance of unprofitable services; and the continued exaction of 
the freight and passenger transportation excise taxes of 3 percent on 
freight charges and 10 percent on passenger fares which offer direct 
inducements to diversion of freight and passenger traffic from regu 
lated to private carriage. 

Later in his same address at Pittsburgh, speaking of S. 2770, Com 
missioner Clarke said, entirely consistently, Mr. Chairman, with 

; 
what he said here this morning, the following: 

If Congress agrees with us (that is, if Congress enacts the bill), the first 
step under the new law would be to determine the extent to which railroads, 
individually and collectively, are deficient in car ownership. This would in 
volve a fairly complicated study of traffic requirements, including the periods of 
peak loading on individual lines. Certain concessions would have to be made 
for short-line and terminal railroads. With that foundation, however, the 
Commission would then be in position to order deficit railroads to increase 
their ownership to 2 prescribed level within a reasonable time or suffer penalty 
per diem charges, in the even of another shortage. 

Such a procedure as that described by the Commissioner is certainly 
remote from what is provided for in S. 2770. Apparently it contem- 
plates use of the threat of penalty per diem as an indirect measure of 
coercion to compel particular railroads to increase their car owner 
ship. 

A necessary preliminary step would be the substitution of the judg- 
ment of the Commission for that of railroad nianwyement with respeci 
to the number and kind of freight cars in which the railroad should 
prude ‘tly invest in order to meet the needs of its traffic. The Com- 
mission would nec ‘essurily also substitute its judgment for that of 
management with respect to the financial ability of particular rail 
roads to meet the demands made upon it. 
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a managerial problem how to distribute such financial resources 

re available as between, let us say, —— of track, ud litional 
e power, new freight or passenger cars, Inst: allation of improved 

‘ devices, train communication systems, and so on. If the In 
tate Commerce Commission were empowered, and Commissioner 
e apparently thinks that by S. 2770 it would be empowered, to 

r and compel acquisition of cars, it would necessarily cut across 
entire field of managerial judgment and substitute its own judg 
nstenad. This would be a lone ste Pp in the direction of va wt 1 

t operation, and I take it that sound public policy is against that. 
We urge that you do not take favorable action with respect to 


770) 


Senator Scnorpren. [appreciate this statement, Mr. Preston. 

Let me ask you: As it has been brought out here, and I know you are 
aware of it, and you don’t like it any better than the dislocations 
are affected by it, but it just seems that year after year a con 
ng proposition has confronted the users of railroad traffie con 
ng this ear shortage situation. It has continued year after vear. 

parently the railroads haven't been able to successfully meet. it. 
is an effort to do something about it by remedial legislation. 

You take the view that it is not necessary. You are making a sur 
hat is, as you pointed out here, you are going out and having an 

lependent firm skilled in that type of appraisal, make an inde 

dent survey. Is that going to drag out 4 or 5 more vears or will 
expedited? Can you give me more light on that / 

Preston. I should cert: ainly not think in terms of 4 or 5 years, 
best enlightenment I can give you would be from what T hear, 
das I say, their work is entirely independent of us, except as they 

call on us. I would say a matter of 6 months rather than a 
tter of any number of vears. 

senator Sc HOEPPEL. | hose are things that ought to be in the record. 
too frequently you get charged with the proposition, “What is 

s¢ Another delaying proposition in order to slide around a piece 
rislation?” Tsay that for the benefit of the record. We ought 
ave that cleared up. 

\ir. Preston. Tam glad to be interrogated, Mr. Chairman. 

Senator ScuoEpPreL. Here is a situation where all railroads, of course, 

e not in the same financial circumstances. We all recognize that. 

are better able financially than others to keep up the car supply. 
lam aes ring why some of ‘these railroads, at least on the surface. 

d Tam not an expert, seemingly permit the supply to shrink rather 

ui make an attempt to keep it constant. Do you have anything 

offer us on that ? 


Ve 


_ 


Mr. Preston. Only this, Mr. Chairman, and T am afraid T speak 
th rather severe limitations in point of knowledge about eect | 
say that from the ieaieited of the Association of American 


Railroads it has been the constant effort of the association to ow In 


e forefront of the minds of the management of its individual mem 

railroads the long-run situation with reference to the necessity 
in adequate car sup ply in order that we may have less aggravation, 
least-——I think we will never eliminate occasional car shortages but 
t we may have less recurrent aggravation—from he inadequacy of 
existing car supply to meet certain peak demands u . 


PEM It. 
i 
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Phas e constantiv do Phe reasor hmv own thinkine that t 

hol accompl shed is the circumstance which I sought to reflect 
this prepared stufteineltl of mune that the railronds will buy cars wl 
their earnil vs are ood ind the prospect for business 1S brioht, { 
orders go up. The order book now will take the full capacity of 
plants if we ould vel the steel, for a pe r 1od of 2 years. 

But when earnings vo down and the prospect for business is d 


t Is bevond human expectation to _—T that the railroads wou 
vO forth and order cars for the use of which they Cal presently see 
remunerative need, And so 1 t happens that way t that there is that cyel 
The fundamental thing that will enable railroads to adopt a lon: 
range policy of car acquisition, looking not only to what might 
regarded as the immediate business future but the overall histor 


neluding this history of recurrent car shortage, would be a sustain 


} 


idequate return for the rathroads pon the investment whieh h 
been made in their property. 

Senator Scuorepret. IT well reco@nize that. and I think also 
Members of Congress who are called on to pass on le@islation tha 
itfects not on ly t the economies of this situation hut the proper renditic 


of 2 publi c¢ service such as the railroads and other means or mode s 4 


unsportation are chi ireed with under the cor hneept we enjoy in tl 
ountry realize that this new and different change or modern approa 
o the harvesting of grains throws us into peak periods. IT am su 
ve all realize that the ratlroads AS SUCH inci dually could hot be he| 
responsible to the extent that they would have to have sufficient rolling 
STO threat respect to meet those peak loads. 

That is just an imposstbili ty because if they did. there would be 
tremendous outlay of expense which would make legitimate the 
request for increases in rates to sustain them. We recognize that 
Those are things that inject themselves into our thinking, and they 
must inject themselves into our thinking as we try to relate method 
of levis: ation to these things on the economic side, the dollars HOO 
cents side. 

That has AGOTAV: ated « considerab ly the peak demands upon the ra 
roads. It is like when a bad storm hits us and automobiles can't | 
used in the city. The maeait system in this city and in other citie 
at that time are completely swamped, and people wonder why the 
ean’t get a bus or streetear. We get those abnormal situations. 

But we are continually confronted with this car shortage situatio 
that causes economic dislocations. I can well understand the peop! 
in Oregon and other places and how they feel about it. IT can well 
understand the terrific increase of the surplus supply of wheat an 
grains of all kinds under Government holdings and the necessity fo: 
moving them. It would seem that on the part of some of them ther 
would be some planning, recognizing that you couldn't make 2 or 
movements all at the same time and not have somebody raise thi 
dickens with Congress and anyone they think is chargeable wit! 
clearing it wp. And it does raise some tremendous problems. 

Senator Scuorppe.. Let me ask you a question about the tax-amort 
zation approach, You have an opinion on it, and T don’t mean to put 
you on the spot. I am wondering about limiting that to strictly new 
ears, and that alone. What would that do? Whether that is actu 
ally the case or not I don’t venture an opinion. Frankly, I dow’ 
know. 


il 


()] 
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Mr. Preston. 1 think your question, Senator Schoeppel, perhaps 
"t. 20 tO jus st the pol nt threat you have in mind, if I understood 
t was said this morning. ‘Tax amortization is available only 
respect to the acquisition of new cars. 
Senator Scroepren. The reason IT mentioned that was, as I said, 
e I don't know whether that 1s actually the ease or not. It was 
i@ht up. Sut some suggestion was made by one of the Senators 
leaving an indication that it was utihzed for other types of 
vities rather than strictly the building of additional cars 
PRESTON. ] understood the suggestion to be that the amortiza 
program had perhaps been abused through taking advantage of 
e tax benefit of amortization for the acquisition of new ears, accom 
inied by a simultaneous retirement of cars which perhaps had not 
wehed the end of their useful life. 
And the suggestion, if I understood it as I listened this morning, 
that perhaps tax amortization could be confined to cars which 
ould represent a net addition to the car supply of either an indi- 
dual railroad or the overall national supply. I wasn’t too clea 
poe 
| can speak to that. IT think that it is wholly beyond any feasi 
lity ck atever to approach the matter of tax amortization from the 
indpoint of selecting a car as to which amortization is to be allowed 
the basis of whether that car is going to turn out to be in fact a 
et addition to the car supply. IT just don’t see how that could possib ly 
done. But ae think that tax amortization is an important con 
ibution, and Parco inducement, to the acquisition of new cars. 
\fter all, the point is that every new car acquired is that much better 





for the car fleet, and that is as far as you can go in considering the 


utter of tax amortization, it seems to me. 
enator Scrorreen. I will say quite frankly that it has appeared 


to me that if was a practical stimulus that ought to be encouraged, as 


ong as we have this shortage situation the way it is. Of course, the 
hortage has been aggravated by the lack of steel. That is quite appar 
nt, and we should | recognize it as one of the very important factors 
it probably has caused this program to lag somewhat. 
Mr. Preston. We are very very hopeful that the efforts of the 
Interstate Commerce Commission, and our own efforts, IT may say, 
uit the efforts of the Commission as outlined by Commissioner Clarke 


this morning to secure the writing of amortization certificates with 
reference to those cars which were on order at the end of the vear and 


hich are in excess of the numerical goal that had been set for tax 
imortization, will be included within the goal and the issuance of 
ertificates with reference to those cars permitted by the appropriate 
thorities, the Office of Defense Mobilization. 

Senator Scnorprret. I appreciate very much your presentation here, 
d discussion. 

\t this stage in the record I think it might be helpful if IT insert 
hat I have before me, a breakdown of the amount of steel expected 


to be allocated for repair and construction of freight cars in 1956, by 
tons, and percentage of shipments for several of the steel producers, 


There are 14 concerns set forth here, with the tonnage tigures and 
ercentage of shipments. These are preliminary figures. More com 
ete information on the availability of steel for freight car repair 


77964—56———_7 
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and construction will be placed in the record later. ] think 
pertinent to have this information put in the record. 
Thank vou very much, Mr. Preston. 
Mr. Presrox. Thank you very much indeed, Mr. Chairman. 
(The table referred to above is as follows :) 


Preliminary figures on amount of steel erpected to be allotted for re pair a 
construction of freight cars in 1956 (by net tons and percent of shipments fo 
each of the several steel producers ) 


Percent Pere 
hip- rons of st 

nent mer 
Arn 74, OOO 1.8 Phonix Iron & Steel 12, OM 
Bet he 525, OOK 3. 5 Sharon Steel 45, OOO 
U.S. Steel 20. OOO , 5 Youngstown Sheet & Tubs 140, 000 
Republic Steel $4, 00K) 9 0 W hreling Steel 1, 800 
Alan Wood St 2 5. ( Jones & Laughlin 60, 000 ] 
Kaiser Steel 7, 200 t Lukens Steel 1, 212 2 
Inland Stee] 105, OOF 2.63 National Stee! ; 71, 000 l 


Senator ScHorpreL. Mr. Arthur H. Gass will be our next witness. 


STATEMENT OF ARTHUR H. GASS, CHAIRMAN, CAR SERVICE 
DIVISION, ASSOCIATION OF AMERICAN RAILROADS 


Mr. Gass. Mr. Chairman, and gentlemen of the committee, my name 
s Arthur Gass. I am, and have been since June 1, 1948, chairman of 
the car service division, Association of American Railroads. Prior 
to June 1, 1948, I was employed by the car service division in various 

capacities for a period of 29 years. Including 2 years previous rail 
road exper lence my present service totals about 39 years, almost all 
of which has had to do with freight-car handling and distribution. 

I appear here as a witness in opposition to Senate bill 2770 on 
behalf of the Association of American Railroads, by whom I am 
employed. 

The intent of the nll, as I understand it, is to relieve car shortages. 
Then let us at the outset examine car shortage—what it is, when it 
occurs, and its causes. I present a chart which shows for the past 
6 years not only the shortage of cars as it has occurred in each year, 
but also the surplus that has developed in the same period. The 
chart shows that, traditionally, car shortages reach their peak in the 
fall of the year when seasonal crops added to the normal traffic cause 
an upsurge in loading. 

One departure from this normal trend will be noted in 1951 when 
the demands on transportation from the war in Korea were added to 
one of the severest winters we have exper ienced. 

The peak shortage Jast year was in the week ended October 29, 
when the reported average daily shortage reached a total of 22,659 
cars. However, the method used to measure shortages which go into 
our weekly reports of shortages has some infirmities. For example: 
There are no offsetting credits for a car furnished on a delayed basis. 
A shipper may order five cars, for instance, for Monday’s placement. 
If the railroad is unable to place the cars ordered on the day indi- 
cated, t they 0 into the report as five cars short. 
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If this condition continues through the week an untilled car 
r for five cars is repeated on Tuesday, Wednesday, and Thursday, 
lon Friday the five cars are placed. Then in compiling the report 
railroad adds up the cumulative shortage, which in this case is 20, 
| divides by 5 to get a daily average shortage, and comes up with a 
sure of 4 cars short per day, when actually the order was filled, 
tona deterred basis. 
further, there is a tendency for car shortages to feed on wpprehen 
m caused by the shortage. A shipper may tend to inflate his orders, 
der the full needs of his plant from more than one competing 
rrier, Which multiples the total reported shortage. We have re 
eated instances also of where a shipper may order 50 cars, for ex 
miple, be furnished 40 and only load 35. Still, that transaction goes 
to the report as 10 cars short, where actually he carried over to the 
ext day 5 unused cars. 
\ mere glance at this chart will show that, although there have been 
ortages of varying degree in each of the years shown, there have 
Iso been mountaimous surpluses as well. This rather vividly presents 
e problem that constantly confronts railroad management. How 
many cars, of what kind, are needed to provide for the demands of the 
ommerce of the country and still avoid shortages without, at the same 
me, incurring burdensome surpluses of expensive equipment? It is 
omplex problem but one that will not be solved by the legislation 
proposed by S. 2770. 
The problem of adequate owner ship is one that is before the manage 
ent of each railroad constantly. There is a mutuality of interest on 
the part of each railroad in the ownership of all other railroads be 
iuse, While the ownership of each individual car is vested in one rail- 
road, its use ts available to all in handling the country’s commerce. 
The total cars of all types available to the shippers of the country 
rouse total 1,975,000 cars. Of this total, at the close of the year 
), the class I railroads and railroad owned and controlled car lines 
pets 90.16 percent, or 1,780,770 cars and of the latter total 637,071, 
or 35.77 percent, had been added since V—J day, or September 1, 1945. 
During 1955 this fleet of cars accounted for a total loading of 
39,972,565 carloads of freight. This means that of the total fleet each 
ar on the average was loaded only 20 times a year. That is slightly 
less than two uses per month per car. 
Obviously more intensive use of the equipment would permit the 
ume cars to handle more traflic. One more use per car per year would 
idd 1,975,000 carloads to the total. Such a calculation, while no doubt 
aoe the test of arithmetic, will not stand up when we consider the 
ealities of traffic demand. A shortage of refrigerators in June can 
not be offset by a surplus of hoppers In Ji anuary. 
In other words, there is no such thing as a net shortage or a net sur 
plus. It is entirely possible to have a shortage and a surplus of the 
ime kind of car on the same railroad on the same day. As an exam 
ple: There may be a surplus of rough boxcars suitab le for the loading 
of brick, tile, hides, et cetera, on a railroad and at the same time a 
shortage of boxears suitable for loading sugar, flour, and such high 
crade commodities: or there may be a surplus of 40-foot bDoxcars and 
shortage of 50-foot, wide-door boxcars. 
By the same token, there can be a shortage and a surplus of refrig 
erator cars on the same railroad at the same station on the same day. 








G2? AMENDING INTERSTATE COMMERCE ACT 


Phis could be brought about by a surplus of ordinary refrigerator car 
puree for the movement of fresh fruits and vegetables and a shortag 
of the leavily insulated refrigerator car necessary for the movement 
of ne n fru ts and vecets ab les. 
The announced intent of this bill. . 2070, 1s to provide for a mor 


freight cars to overcome shortage. Much of 


expeditious movement of 
the delny to railroad freight cars is bevond the control of the rail 
roads. 


In the table below is prese nted the de lay to a small sample of cars 
held over the free time pro\ ided by tariffs for the past 7 years. These 

ire delays to cars in the hands of ship pers or receivers of fre ‘eht. 

Perhaps a word of explanation Is necessary here to tell you how this 
table is prepared. Through the various car efficiency committees of 
the Shippers’ Advisory Boards, we receive eile reports from 435 
committees covering 825 out of the more than 6,000 communities in 
the United States served by rail. 

The reports show the number of railroad freight cars in the hands 
of the industrial users in the communities covered, and the number of 
cars that are held beyond the free time provided in the tariffs. They 
do not include traffic held at the ports for export or cars delayed await- 
ing ships to load import traffic, nor do _ comprehend the delays 
incurred in the handling of intercoastal or coastwise movements in 
cluding translake traffic. 

I will not recite the table in detail, Senator, because I point out some 
of the conclusions that can be reached from the table. 

Senator ScHorerrei. This will be included in your statement. 


Tas_e A.—F reight car detention—cars held by shippers or receivers beyond free 


time 
| 
} A-verace on Held beyond Percentage 
Year h el Feaalay free time (daily of 
~ a average detention 

| 
1949. nn ‘ 62, 594 11,218 17. 92 
1950 a 64, 183 12, 306 19. 31 
1951. seers 105,911 | 15, 610 14.74 
1952_- ; | 106, 571 | 17, 649 16. 56 
1953_.... pa 107, 169 17, 849 | 16. 65 
1954 =< 100, 230 16,313 | 16. 28 
1955 - ae a bs 110, 437 20, 918 | 18. 93 


It will be understood that 2 days free time are granted to shippers 
and receivers in loading and unloading cars. This statement shows 
the percentage of such cars held beyond the 48-hour limit for some 
reason of the user of the facility, not because of railroad disability. 
If we translate these percentages into cars and car-days lost, we get 
this picture: 

In 1949 there was an average of 11,218 cars held every day beyond 
the free time. There has been an increase in every year since that 
time, with the exce ption of 1954, a year of reduced ‘business ac tivity, 
but even in that year the increased detention was 45.4 percent over 1949. 

Last year the figures reached a new high of 20,918 cars held daily 
beyond ‘the 48 hours permitted by tariff. This is an increase of 86.5 
percent over the year 1949, which was the lowest for the past 7 years. 

Senator Scuoerre.. How can that be remedied ? 
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\Ir. Gass. May I take that question under advisement and answer 1 


the end of my statement, Senator ¢ 
\ 


Senator SCHOEPPEL. 1 eS. 


Vir. (TASS. | have some ideas. | would like to conclude tiiis thought 
I am trying to develop at the moment, uw J may. 
Senator Scnorpren. Allright. 
Mir. Gass. You will recall, Senator, that im presenting the chart 
ving shortage and surplus, | pointed out that at the peak of the 
tave in 1955 the reported average daily shortage during the week 
October 29 was 22,659 cars. | 
| now call your attention to the fact that at the time we were failing 
eet the requirements of some shippers, to this extent there were 
shippers holding throughout the year an average of 20,915 cars 
beyond the free time. As a matter of fact, during the month 
October the daily average of cars held beyond the free time totaled 


489, or 1,830 cars more per day than were reported short. 


\t this point it might be well to analyze car delay. What causes 
delay ¢ If the reasons are not known, or if there are various 
ons, then how is it known that this bill will overcome it / 

\side from such factors as snow, flood, hurricane, and other disasters, 
re are delays in shipper loading, consignee unloading: trade prac 

that require holding in transit for inspection, sale, or reconsign 
ho bills, that Is to sil) Cars that have been loaded by shippers 
for whieh billing has not been proffered to indicate the route and 
destination. For example, coal from coal mines and products 
continuous-process industries where loading ay occur at hours 
en the traffic department of the industry is not avallable to furnish 
ecessary Information to start the car on its journey; holding fo 
ort awaiting ship arrival: compression in transit, such as cotton : 
| lling in transit, such as lumber or steel: holding cars for Import 
In cargo lots; intraplant service: failure to release cars clean. 
ring movement to clean out and wash tracks: free time allowed 
Saturday and Sunday; customs inspections: weighing, et cetera. 
None of these causes of delay would be atfeeted im the slightest by 
wtion that the Commission might take as a result of the ennet 
t of S. 2770. 
\nother item which IT think should be brought tO your attentlo 
I think it was hinted at this morning—is the possibility that 
ction suggested by S. 2770 might have a deterrent etfect on some 
i¢@ business practices that have been built up around railroad 
cS. 

on Instance, On lumber from the Pacific Northwest there are 
talh services avatlable, such as reconsignment, with the necessary 
ling for reconsignment until sale has been made, and if the 

ire rates are made so as to penalize a railroad for serving its 
omer, the railroad miay in turn be forced to abolish the practice 
1) business has found necessary in the conduct of its affairs. 

Phe same thine would apply to the movement of grain which at 
ry harvest accumulates in the primary markets like Enid, Okla.; 
hita, PHlutchinson, Salina, and Kansas City, Kans.; as well as 
tha, Chicago, Minneapolis, Buffalo, and other large milling 
ters, 

lf am sure the Senator knows that it is not at all unusual during 
heioht of the eran season to have as many as 6.000 cars of 
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grain at Kansas City for the market. This is one of the large 

markets but. in ad cr to this large market, we have the other pri 
mary markets, as well as the export ports where large amounts of 
grain are held for anes arrival, which does delay cars. 

U pquestionab ly, there is some avoidable delay occurring. With 
1.975.000 ears on 393,000 miles of track, how could it be otherwise / 
However, duri ing car-shortage per iods the railroads are already opel 
ating under powerful and controlling inducements to make the most 
eflicient use they can of the cars available to them. 

These inducements inhere in a car shortage by the nature of things 
Under conditions of shortage there arise upon all sides, in all se 
tions of the country, and among all industries, unsatisfied needs and 
insistent demands for rail transportation. 

The railroads are not indifferent to the needs and demands 
their patrons, or the possibility of permanent loss of traffic to com 
peting modes of transportation, or to their own pressing revenw 
requirements. Therefore, under conditions of car shortage, all 
the ordinary inducements to efficient utilization of the car supply are 
not only operative but greatly intensified. 

Railroad management is not unmindful of its responsibilities to 
the shipping public. The needs for revenues, which can come only 
from movement of loaded cars, will not permit neglect of the ship- 
pers’ needs or of the plant required to meet those needs. 

This is shown by the fact that since the end of World War IT the 
railroads have spent over a billion dollars a year for newer and 
better equipment. As of March 1, 1956, class I railroads had 
order more than 131,000 new ears which, when delivered, will repre 
sent a capital outlay of santos billion dollars. 

On March 22 of this year at Pittsburgh, Hon. Owen Clarke, a mem 
ber of the Interstate Commerce Commission, in speaking to the Alle 
gheny Regional Advisory Board, said: 

Dollarwise, the cars on order represent an investment of $1144 billion. Un 
fortunately, shippers cannot load cars on the builders’ books. But it is sincerely 
hoped that a substantial number can be completed and put in service in time 
to be of some help during the peak loadings next fall. 

Pittsburgh would seem to be an appropriate place to make a special and urgent 
plea to the steel industry for more generosity in the allotment of materials for 
carbuilding. Because of the severe limitations upon steel supplies, production 
of new freight cars is running at less than half of shop capacity * * * 

While it is recognized that the steel industry is setting production records 
in an effort to fill the needs of many customers, it should not be forgotten tha 
production alone is not enough. Transportation, and particularly rail trans 
portation, is an essential ingredient to give place-utility to the products of th 
steel mills. 

Iam in thorough accord with the Commissioner’s statement. Plant 
capacity does exist to build at least 10,000 cars a month. The orde: 
book since last Septe smber has been in excess of 50,000 and since No 
vember has been in excess of 100,000 cars at all times. 

However, production for the last 6 months has at no time reached 
5,000 cars per month, or half of the estimated capacity of the con 
tract car builders and railroad shops to produce equipment. Most 
of this diffie ulty 1 is caused by the short: age of steel. 

It is recognized, of course, that the demands on steel productioi 
are very heavy because of the rapid expansion in industry. However, 
if there is anything that this committee can do to make more steel 


AMENDING INTERSTATE COMMERCE ACT Q5 


ilable for our car-building program, we shall that much sooner 


we out of the car shortage, which is only one of the many short- 

me 's confronting us today. 

lhe transportation accomplishments of the past, including World 

| uw II, were the result of qualified men among the shippers, the 

ith lroads, and Government, dealing with situations as they arose, 

e rough the use of informed judgment in an atmosphere of complete 

- peration. 

wa Lhe lasting solution to this car-shortage problem is an adequate 
Tr There are now on order 131,673 cars which include only 

as se cars ordered by class I railroads and their controlled car lines. 


ore will be ordered when steel and space in car shops become avail 


- le. The railroads are building to an adequate ownership and in 
e meantime are making every effort to upgrade and repair bad- 

der cars, which also requires steel. 

- Now if I may return to your question, Senator, about what can be 

_ one. Since 1953 the Commission has issued no order with respect 

03 detention of equipment. You are an industry and you have at 

ie ur unloading platform, we will say, on Saturday morning a car. 
fo call out a crew. To unload that car at — overtime, more 

Ie kely time and a half or double time, may cost you $ 

de 


On the other hand, the penalty Seater ge that tee Commission 
ip- ould assess would exceed not twenty or twenty-five dollars. Which 
the more economical todo? Pay the aaa or unload your car 


he punitive overtime? I question whether excessive penalty demur- 

nd ive charges moves the car. 

or Senator ScHorPreL. Do you have any suggestion, other than what 

re i have set out here, that might be done by the railroads to reduce 
< shortage? I know that we have this steel shortage that is involved 

m 

le \Irv. Gass. Senator, for a number of yvears—and I have been in this 
ong t ime it seems almost as regularly as car shortages the railroads 

Un ‘ before Congress explaining their needs for legislation. There is 

‘el efore the Congress now certain suggested legislation developed by a 

- -k force which looked into it very carefully. 

a | think careful consideration should be given to those needs. 

for | think, too, that maybe the Commission might review some of the 

ion rectives that they have out with respect to substituted service in 

a ch the railroads, who do own truck lines and do perform a 

h vice, might be able to perform a better service without wasting car- 

ins vs by using substituted service through what is called the key 

th nts. 

Phat is under the decisions of the Commission in granting au 
mit rity for substitution of service, that is a truck for rail service, 
ler ere are certain requirements that will not permit trucking through 
‘ cey point, which means that they must transfer the freight, whatever 

ount it may be, to a railroad car, and perform this further service. 
red You will find quite a number of ear-days are wasted in that par 
0) ilar service by the failure of the ( ‘ommission to permit complete 
ost bstitution of service when that service is available. 

Senator Scuorpre.. Thank you very much, Mr. Gass. [ appreciate 
101 ir appearance here today. 
er, \Iv. Gass. Thank you, sir. 
ee! 








Of AMENDING INTERSTATE COMMERCE ACT 


(The chart of average daily freight-car surpluses and shortages is 
iervewilth msertedc. ) 
senator SCHOEPPEL. Mi. Hlood. | believe vou are next Ol thre 


STATEMENT OF J. M. HOOD, PRESIDENT OF THE AMERICAN SHORT 
LINE RAILROAD ASSOCIATION 


\Ir Lloop. My hame sJ.M Llood. For 21 years | have been pres 
of the Ame can Short Line Railroad Association. My office 1s at 
YOO) Massachusetts Avenue NW., Washineton, D. ¢ 

For 23 vears preceding my present employment I was an operating 
officer of a medium-sized carrier and responsible for car supply and 
related activities. Thus intimate contact with the subjects of this 
hearing has been continuous for 45 vears. The members of this asso 
‘ation are vitally concerned with their ab lity to furnish freight Cars 
for loading and with the compensation received and paid for then 


rental. 

Phe association is a nonprofit organization of 289 common carriers 
by rail. During 1954 these | hes operated about 16.000 miles of first 
main track and employed more than 67.000 persons. ‘There was in 
enka in their properties S1.SO08.000.000 and they enjoved revenues of 
S\75 million. Substantially all of these revenues came from the 
transportation of freight. They paid more than $55 million in 
taxes, 

First I shall give attention to the question of car supply. —. 


tedly, the rail carriers have not been able to alae promptly all « 
the various types of cars ordered throughout the U nited i i ec 
the past heavy loading months, and are unlikely t o be able to do so 
during the fall months of 1956. It is problematical whether or not 
they will ever be able to do so durmg any normal or nearly normal 
vear. ‘This I will later comment upon more fully. 

Contributing to the extent of the car shortage during 1955, and 
continuing to affect the car supply during 1956, was the fact that 
revenues and net income of rail carriers were at such a low ebb during 
1954 that orders for new cars were not placed in sufficient volume to 
offset retirements, and maintenance of the car fleet did not provide the 
maximum possible number of usable cars. There simply was _ not 
enough money in the treasuries of the carriers to make the required 
commitments and e xpe naitunes a. 

Both in times of car surpluses and ca r shortages the re ported figures 
tend to exaggeration. It is just human nature that supervisory em 
ployees and officers immediately responsible for the disposition of cars 
in their respective areas will in times of surplus make every effort 
to convince higher-ranking officers on their own properties, and 
officers and regulatory bodies with nationwide jurisdiction, that they 
ought to be relieved of storing the surplus cars. 

Contrariwise, these same people who are in direct contact d: ily and 
hourly with the shipping public, and who honestly desire to furnish 
each shipper with the exact type of car at the time he wants it, will 
tend to withhold information about an accumulation of cars, and will 
emphasize their needs for the various types of cars to fill their orders 
and prospective orders. 
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Likewise, shippers notoriously order cars in excess of their ability 


oO load them. Al] any operating office) needs to do. to prove the asser 
tion I have just made about excess car orders placed by shippers, is to 
furnish a 100 percent car supply for I day. 

There will probably be a physica il ness to actually place all 
f these cars where thev are accessible to shippers and the next 
) or 3 days will see 2 substantial aed as in car orders. 

Economically it is not feasible to invest the required capital in a 
ar supply and in track storage room sufficient to accommodate the 
Surp yluses whie h, na year of norm: ile rOps % and economic actis ity, will 
furnish a 100 percent car supply. Tf such a large number of cars 
were supplied by some feat of magic, there would be no place to move 
them after they were loaded and no net contribution to the country 
economic good. 

The situation has been growing more acute each crop year due to 
the fact that where it once required more than 514 hours of labor to 
harvest and thresh an acre of wheat. this service is now performed 
by combines in 48 minutes. Since 1940 the number of combines in 

»has quadrupled. The result is that wheat and other grains show 
up in the country elevators and are tendered to the rail carriers in a 
much shorter pe riod of time than once prev availed. 

In addition is the fact that the terminal elevators are not in a posi 
tion to receive the crops at any faster rate than they were in 1940. 
by reason of Government owne rship and loans on the previous vear’s 
crops, for the past sevel ‘al vears the carriers have been confronted 
with moving last year’s crops from the terminal elevators to the ports 
during the same period they are expec ‘ted to supp Ny cars for loadn oO 
current Crops. 

I do not intend to more than factually recite these conditions and 
o suggest to the members of the committee that they, as well as the 

ppers, should take them into account when assailing the relative 
idequacy of rail service, 

No one e a that a theater or baseball] park will be built lare 
enough for the maximum possib le de mands on anv | day or series of 
days. In this city, as well as many others, large banquet rooms are 
located on the top floors of hotels. Kach of us would like to obtain 

elevator just as soon as a function Is over. As a matter of fact, 
the guests are not all lowered to the street level until about 45 minutes 
have elapsed, If the hotel provided enough elevators to move ever 
one when he wishes to leave, there would be no space left for serving 
(hel eal, 

Likewise, if the carriers undertook to provide suflicient cars of each 
tvpe and size so as to always be able to fill the order of any shipper, 
wherever located, there would not be enough capital nor steel and 
other materials to sup port the luxury. 

In order to appreciate the prob lems attendant upon an adequat 
car supply and means for its proper distribution, it is necessary that 
there be an understanding of the statutory and regulatory requir 
ments on the railroad industry. Interstate Commerce Commiussionel 
Lane, in a case decided November 13, 1911 (XXII, ICC 39). stated a 
principle which is just as applicable today as it was then, in the fol 
lowing language: 

Our railroads are called upon to so unite themselves that they will constitute 
le national system; they must establish through routes, keep these routes open 
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and in operation, furnish the necessary facilities for transportation, make rea 
sonable and proper rules of practice as between themselves and the shippers 
and as between each other. The full burden of this great obligation is in th: 
first instance cast upon the carriers themselves. 

A rail carrier acquires and maintains freight cars of the particular 
sizes and types adapted to loading on its own line. It is therefore 
in the pub lic interest that such cars gravitate back to the owning line 
as rapidly as economic conditions permit, with due regard for loading 
in the direction of the home route of the car and loading in othe: 
territories. 

Since substantially all of the traffic originated is hauled by one or 
more additional carriers, the originating line necessary loses possession 
of the physical car whether owned by the originating line or by another 
carrier. Unless it does permit its cars to be loaded be yond its line, it 
would be in violation of law and indeed in most instances would be out 
of the freight transportation business. 

In other words, it cannot earn revenue for itself unless the shipment 
is loaded beyond its line to one or more connections. Producing areas 
for raw materials and farm products generally ship beyond their june 
tion points into the consuming areas. The « ‘onsumIng xreas are natu 
rally the processing and manufacturing territories, which, in turn, 
ship their products throughout the United States. 

Thereby comes into play the objective of the car service rules which 
seek to reduce empty car mileage to an absolute minimum. Each car 
loaded into a particular area is, if possible, loaded back to the home 
road or in that direction. 

It is idle to talk about cars belonging on the home road. They do 
until they are loaded. Then until they are unloaded they belong on 
the lines that comprise the route from the originating line to the desti 
nation. The line in possession of the car after its contents have been 
removed is under obligation to load it to the owning line; load it in 
the direction of the owning line; or, return it empty via reverse home 
route. 

When in the opinion of the Interstate Commerce Commission more 
cars are required in any particular area than will normally reach there, 
the Commission may issue such orders as will move available cars to 
the point where the shortage exists. 

Admittedly during extensive shortages there just aren't enough 
cars, and no legerdemain of distribution will do more than ameliorate 
the condition. The same limitation in addition to many others would 
apply to any attempt to relocate cars through the assessment of a 
penalty per diem charge, which brings me to S. 2770. 

By direction of the members of the association in annual meeting 
at Chicago, October 12, 1955, I am appearing in opposition to the 
enactment of S. 2770, which is titled, somewhat erroneously, in my 
opinion, “A bill to amend section 1 (15) of the Interstate Commerce 
Act, so as to aid in alleviating shortages of railroad freight cars during 
periods of emergency or threatened emergencies, and for other 
purposes,” 

People competent to do so have called my attention to the fact that 
the bill is probably unconstitutional in that it fails to set up any 
standards for the guidance of the regulatory body in assessing pen: alty 

ver diem and in that instead of the penalties being paid to the Treas 
ury of the United States, they would be paid to private parties. 
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| ql iote from an opinion by Mr. Justice Davy, of the United States 
~ reme ( ‘ourt (224 ULS.194): 


nay not delegate its purely legislative power to a ¢ 


( LTeSS 1 IM Ission 


ing laid down the general rules of action under which a Comiunissior 


roceed, it may require of that commission the application { eh ile 


rticular situations and the investigation of facts, with a 


l View to making 
rs ina particular matter within the rules laid down by the Congress Chis 
is been frequently stated and illustrated in recent cases in this Court nd 
ds no amplification here, 
. : ‘+ ] } 2, 2 es ] 
llowever, our objection to the bill is more fundamenta Keven 


eld to be constitutional, or amended so as to bi ne it Within probable 
{ tutionality, it 1s the experien ‘eof the members of the association, 
| my opinion, that the additional authority herein proposed to be 
ferred upon the Interstate Commerce Commission would either fail 
rmit them to accomplish anything or under certain conditions, 
on by the Commission could result ina great deal of harm. 
s bill is not new. It has been proposed in both Houses of ¢ 
sin its present form and in variations thereof. See H.R. 538 and 


sSan the 83d Congress. 
| particularly direct your attention to hearings on S. LOLS, to which 
senator Case referred this morning, at page 3, 8S. 2350 at page 151, 


LS. ZOOL at page 1709 of the printed hearings before this com 
March ° to April 9, 1952, during the 2d session of the S2d 
Congress. Numerous witnesses then opposed the bills for 
hare just as applicable today. 
Q)n July 25. 1947, in its docket PO6TO (268 TCC 659) the Interstate 
umerce Commission unde ae to preser ibe pen: uty per ciem under 
‘then existing law. This action by the Commission was set aside 
. three-judge Federal court : Raeenabae 20, 1947, in Palmer v. U.N. 
l action 8816-47, 75 Fed. Sup. 65). 
this hearing before the Interstate Commerce Commission, as well 
n the heart nes be fore C OnVTeSss, the re Was probab ly vc luced every 
sible reason as to why the Commission had or should have authority 
issess a penalty per diem rate and why such action on the part of 
e Commission would redound to the benefit of the public. 
Phese conclusions ave just as fallacious now as they were at the time 
the previous hearings both before the Commission and before the 
Congress. Quoting from Federal Circuit Judge Prettyman in the 
inimous Palmer case decision: 


reasons 


It is necessary at the outset to define with clarity the 


precise question which 
case presents. 


Phat was the question of the legality and propriety of the penalty 
diem order. 


Counsel for the Commission and for the United States argue as though the 
e is the Commission’s power to prevent or cure the car shortage. ‘They 
ess upon us the critical national and international situation created by lack 
irs to move the crops in the West, and the public interest in the 


adequat \ 
the car supply. 


Vhey argue as though the authority to fix Compensation for the use of 


cars 

vere the full extent of the Commission's power to deal with the situation rhe 
ost casual examination of the statute shows that such is not the case. The 
winission has power, under the above-quoted section, to establish reasonable 
les, regulations and practices with respect to car service. Section 1 (10) of 


e act defines “car service,” the term which appears in section 1 (14) which 
udes the use, interchange and return of cars and the 


terms of anv contract, 
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( or arrangement for the use of Cars, and to prescribe penalties 
ne nee of its mandates These powers are broad 
Later i the same decision, QUOTING again : 

L hie ix t t there is no persuasive indication that an increase in car rent 

‘ itate the return of ca As eurly Ss 1907 the Commission obser 
hrough Commissioner Franklin K. Lane, “That this will be effective in securit 
roof ca to the owning railrouds during the few months of the vear whe 
affic is light mmuay be conceded, but that it will insure return during times 


eat need is not likely, for in such times the holder could earn perhi ips 10 tim 
the amount that he would be compelled to pay by using the foreign car.” 

| would like to enll your attention to the fact that that Is H} yea 

VO. tl ra the ¢ onditions “ure exactly the Same now vs they were the) 
that cars are built and used for the purpose of earning freight revenue 

Continuing to quote from the decision by the three-judge court it 
the Palmer case: 

\nd in the same report the Counnission said: “It is submitted that the carriers 
themselves cannot deal with this problem by raising the per diem charge withor 
seriously limiting the extent and utility of through transportation, a contingency 
that would demoralize the business of the country. 

(nd finaliv, from the court decision: 

the per diem charge is so completely unrelated to the evils sought to be 


emedied by the proposed order that serious questiol would arise as to its validit 
sa regulation \ regulatory measure must have “a real and substantial rela 
tion to the object sought to be obtained.” This per diem, however,has no relation 


to avoidable delay or to inefficiency 

Lf submit to you. Mar. Chairman, that the same applies equally 
forcibly to the lnneuage of the presel { bill. 

\ most disturbing result of a penalty per diem rate sufficiently high 
to have any effect at all would be tomake it uneconomical for railroads 


to eetine au supply of cars in anticipation of heavy Schein 
Phis is done a staat in all grain-loading areas. 

Phe practice f try he to have ay tilable a sufficient supply of cars 
apples TO some extent i es el ce and with respect 
to all t\ pes of cars. It the ye rcliem rate for the several davs require (| 


The lond Oo ana li ovine of the Cars, plus the rate applicable to thy 


accumulation pel od, makes it hip ssitble for the carrier to earn a net 


neome, obviously all incentive for properly serving the publi h: 
been removed. 

The authority of the Interstate Commerce Commission now permit 
t to, either directly re) through an agent, issue such orders pertaining 
to distribution and relocation of cars as it may find necessary in the 
publ nterest, It has autl ority to prescribe p enalties for violation 
of these orders. Such penalties would inure to the Treasury of the 
T nited States 

The mere assessment of a penalty per diem charge in addition to 
the prevailing per diem rate would have no effect upon the line in 
possession of a foreign car until the amount of the penalty added to 
the pre — rate exceeded the possib le income from the reloading 
of that ear by the line in seagrass of it. 

It is in the public interest to load all freight offered and only in 
times of emergency is there ‘ustification for hauling empty cars past 
proffered loading going in the same — When the prescribed 
seve d meets a level to be effective at all, it will actually interfere 

ith the orderly conduct of the Nation’s thy 
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I) addition, the penalty per diem would have no effect Upon a 

e with respect to its own cars—I mean system cars, Obviously if 
ld be Impossib Ne under this concept for the Commission to pre 
ibuse and hoarding of system cars in anticipation of loading and 
ut due regard for the necessities in other areas 

| nlike a distribution order applicable equally to foreign wha ss stem 

- in the possession of a particular rail carrier, a penalty per diem, 

ler would have no application whatever with respect to a system 


For these reasons, on behalf of the members of the American Short 
e Railrond Association, L urge vou that S. 2770 do not pass. 
Senntor SCHOEPPEL. Mr. Hood, in your opinion What can the rail 
ds do, aside from action by the Congress and the ICC, to alleviate 
< shortage ¢ 
\Ir. Hoop. The railroads should—and I think reasonable etfort is 
ng made to do it—provide the maximum possible number of freight 
. both new and repaired, of the proper sizes, grades and types, 
it it is within their financial ability to make available. 
Second, the railroads dievalil and I wish T could say that I thought 
ey were doing all that they could, but I can’t say it because my 
ervation is that they are not—reduce car delays in terminals and 
road movement, particularly over ented and at other times 
en it is my judgment and my observation they are not doing the 
{ iob of say Ing’ the cars that is possib le, and by that IT mean practi 
ty possible and economically defe ‘nsib le. 
ator ScHoEprPeL. I thank you, sir. 
V e “al now hear Mr. EK. L. Peterson, director of traffic, Minneapo 
Traftic Association. 


STATEMENT OF E. L. PETERSON, MANAGER, MINNEAPOLIS 
TRAFFIC ASSOCIATION, MINNEAPOLIS, MINN. 


Mir. Pererson. | am manager of the Minneapolis Traffic Associa- 
of Minneapolis, Minn., and also traffic commissioner of the Min- 
ipolis Grain Exchange. It is in this latter capacity that I am 
ppearing before you today. The —s of the Minneapolis Grain 
xchange is in support of Senate bill 2770. While the legislative 
tion suggested by this bill concerns all types of railroad freight 
, my re ynarks will be devoted entirely to boxears because that is 
ve = le with which we are most concerned, For many years the 
xcar has ben the most important vehicle for rail transportation of 


he Minneapolis market serves an important grain producing area 
he upper Midwest which hes principally in the States of Minne- 
ota, North Dakota, South Dakota, and Montana. Minne: apolis is 
e of the Nation’s larger flour milling centers, and it also ranks high 
ie production of livestock and poultry feeds and other products 
grain. It is the natural gateway for the movement of grain from 
important grain producing territory to the eastern consuming 
ters, 
Lying in this producing area are some 4,000 or 4,500 country eleva 
's engaged in the business of buying grain from the producers and 
pping that grain to market. There is hardly a single country 
itor in that area which does not have contact with at least one 
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of the members of the Minneapolis market. I mention this only 
indicate that we are at all times in close contact with the produci 
territory and that we are, therefore, among the first to hear of ai 
developing shortage of boxcars in that area. 

During the past vears, we have encountered many periods of ‘ 
shortages. In fact, the shortages can be traced back as far as 1% 
and they appear to have been specially prev: alent the past 10 veal 
The shortage which we faced during the past 12 months was a brut 
one because of its inte nsityv and because of the fact that it started 
early as the month of May and lasted virtually for the remainder 
the year. 

In connection with this latest period of shortages, you may ree 
that I appeared before a sube ommittee of this committee on July ¢ 
1955, when an investigation was held concerning all of the complaints 
being sent Members of Congress. I offered to the subcommitte: 
some statistical information to indicate the several reasons for thos 
complaints, and the information was reproduced in the printed 
yroceedings. 

The shortages of last year caused a serious monetary loss to mai 
people in the Miniguadias i ade territory. For examples, when : 
country elevator operator takes in a load of grain from a farmer li 
pays cash to the farmer for that grain. It is then his job to dispost 
of the grain as quickly as possible. If he is unable to market tha 
orain promptly because of his inability to get boxcars, he must en 
seek financial assistance because of the amount of mone v he has tie 
up in the grain he is unable to move. 

There is no way for us to determine the amount of interest mone’ 
which was actu: ally wasted last year because of the breakdown in o1 
car supply; however, we have every reason to believe that it must 
have been a staggering amount. I do know that 150 elevators in ow 
territory paid out an average of $300 each in interest money duri 
the month of September 1 1955. This amounts to a total of $45.0 
for the 150 elevators for just 1 month. When we project that amow 
to cover the several months we were in tight supply, and when wi 

also take into consideration that this number of elevators amounted t: 
only about 4 percent of all elevators in the area, there can be no doubt 
that a substantial monet: iry loss was suffered. I mention this, M: 
Chairman, just as one of the things that has caused the people in th 
territory to suffer. 

As T understand it, the basic objective before us tod: ay is to get mo 
freight cars available for the commerce of the Nation. We do not 
have enough cars today because we have placed a penalty on the cal 
owner which serves to discourage construction of new cars. Th 
nalty is in the form of what many feel to be a ridiculously low dail 

‘ar rental charge. The solution of this problem lies in the creatio 
of an incentive which will make car ownership more attractive. Wi 
must keep in mind that just so long as it is cheaper to rent than to ow 

‘ar, new car construction will be held to bare minimum requirements, 
eins ially by those lines which have a steady flow of loader cars coming 
tothem from other lines. However, if per diem or rental charges wer 
increased to such a level as to make ownership of cars more attractiy' 
than rental of cars, then the car supply of the Nation would auto 
matically increase because the deficient lines would be compelled, 
their own selfish interest, to acquire more cars. 
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Senate bill 2770 offers one method of reaching that objective. The 
reat of a car rental penalty, over and above the normal per diem 
arge, would serve to (1) create an incentive to acquire more cars, 
nd (2) it would also serve to speed up the handling of the existing 
ipply of cars. Both of these factors are vital In any permanent 
ive of this annual headache. 

\t this point I would like to call your attention to a letter which 


is written to this committee on January 27, 1952, by the Honorable 
John L. Rogers who was at that time ¢ ‘hairman of the Interstate Com 
nerce Commission. Chairman Rogers stated: 


Between 1925 and 1950, revenue freight car ownership by class I railroads 

lined about 25 percent. The depleted inventory of freight cars and an un 

jual contribution of cars by individual carriers to national ownership has 

uplicated the problem by obtaining greater utilization of the existing fleet 

Roads Which own few or no cars are inclined toward a practice of hoarding 

e( reign-line cars for prospective loading. 

During and since World War II every measure reasonable calculated to ex- 

ract greater utilization from the existing inventory of freight cars has been 

lopted by the Commission, one of the most important of these steps being 

establishment of greatly stepped-up demurrage charges against shippers 

} nd receivers to insure prompt loading and unloading. These measures, how- 

ever, have been insufficient to solve the problem arising from perhaps the most 

portant segment of the cycle of car handling and movement—the phase when 

he car is in the hands of the carrier. The lack of an effective weapon to spur 

St nd stimulate railroads into greater activity in times of car shortage is the 
ajor weakness in the present car-service provisions 


el You will note that Chairman Rogers laid heavy emphasis upon 
e the fact that the law contained no device whereby the Commission 

ould, during times of emergency, spur the railroads toward a faster 
( | andling of the available car supply. The suggestion contained j 
uu S. 2770 would acc ‘omplish that very objective. 


Before this hearing is concluded, there m: iy have appeared before 
you one or more individuals who take strong e xception to the penalty 
provisions contained in S. 2770. In that respect let me say that the 
pr inciple contained in 8. 2770 has been recognized for many years by 
he railroads, and the principle is now contained in their car service 
\ rules. It is for that reason I have attached to this statement a two 
age exhibit which reproduces rule 19 of the Association of American 
Wt Railroads’ Code of Per Diem Rules. The matter I have reference 
I to is contained in that underscored portion of note (d), at the bottom 
f the first page. 
iv nfortunately, to the best of my knowledge, this particular princi 
‘has not been enforced by the railroads in recent years. Why it 
1ot has not been enforced is a matter of which I have no knowledg , 
Ifowever, you can make the enforcement of this rule mandatory if 
you enact the provisions of S. 2770. | 
, As I “stotbononas pointed out, the basic reason why we do not have 
10 enough boxears is because many railroads find it more economical 


'\ to live off fe cain-et other lines rather than to build an adequate sup 
v ply of their own cars. In order that you might see a clearer demon 
its ‘tration of my point, you will find attached to this statement an 
ing exhibit of 6 pages entitled “Statement Showing Total Box Ca Load. 
er Ings and Average Boxcar Ownership of United States Railroads 

v' he Year 1954.” If we keep in mind that the average eee 
Ti 


1 


me for all boxears in 1954 was shaed 16 or 17 days, then it is evident 
that the average boxcar made about 22 trips during that year. This 
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would indicate that any railroad hay Ine an average boxcar ownership 
for the year equivalent to about 5 percent of its annual boxcar load 
nes Was GdOmMg a fair job oft provi din ng its own equipment, As shown 


ohn page 6 of this exhibit. the national average for 1954 was 4.87 
percent, 
This exhibit contains some startling facts. For example, you will 
fin id sever: al li nes W hic i possess absolute ly ho boxe ‘ar ownhe rship. You 
ill find other lines with ridiculously low boxcar ownerships. In 
both instances it 1s obvious that such lines meet the demands of their 


customers by furnishing cars owned by other lines. Then again, you 
will find many large carriers which lave ownerships well in excess 
of the national average. Out in the Northwest district, which em 


braces that territory served by the Minneapolis market, it will be 
noted that the district average is among the highest for the Nation. 
Incidentally, | think you will find that your district, Senator, also 
ranges very high. , 

We are partic ‘uli irly proud of the showing of the Northern Pacific, 
for e xamip le, which h: A an owne rship 1 in 1954 equivalent to 7.67 per 
cell of its wie loadings. The e xhibit | lave just discussed covers 
the situation for 1954, a year when the national loadines were rela 
tively light and the car shortages were also relatively light. For 1955 
the car ownerships were even less than those of 1954, while the car 
loadings were substantially greater, which is the basic reason for the 


serious shortage of last year. I would like to have been able to elve 
vou these same studies for 1955 but the necessary figures were not 
available to me However, it takes no great stretch of the imagina 


tion to realize t] iat the percer ntage relationships of ownership to loads 
must have been substantially lower in 1955 than in 1954. 

Before I close this statement, I would like to touch upon one more 
pertinent matter. Last vear this Nation was called upon to bear 
with a very critical period of car shortages because the car building 
program of our carriers had failed to keep pace with the industrial 
growth of the Nation. During the past 6 months we have read much 
in the press about the ambitious car-building program upon which our 
carriers have embarked. We have heard much about the many thou 
sands of cars which are now on order, although we have no assurance 
that those orders will remain on the books of the carbuilders should 
we enter into some temporary period of recession. For that reason 
many people take these car building oe with a large grain of 
salt, keeping in mind what happened along this same line about 6 
vears ago. 

The final exhibit attached to this statement is a copy of a special 
edition of the Transportation Situation issued on August 1, 1950, by 
the car service division of the Association of American Railroads. 
You will reeall that at that time we were having another of our severe 
car-shortage periods. The railroad ] presidents met and came up with 
a very ambitious program for inc scan car ownership as outlined in 
the right hand column of the first page of this exhibit. You will note 
that the program called for an increase in boxcars, for example, from 
a figure of 706,015 cars to the objective of 7 75,000 cars. The facts are 
that the total ownership of boxcars since Leoni 1, 1950, never reached 
a figure beyond 737,000 cars, and today that figure rests at about 


‘ 1S, MH) Cars. 
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lOSsINne. ] would like ag un to brin oto the attention of this com 
tee the fact that I ap pe ‘ared befo its subcommittee on July 2s, 
» when it was examining the ea a ages of last year. At that 
i sugeested that serious considerntion be siven to a bill Incorpo 
e the features which were contaimed in S. 2901, mtroduced by 
( tirman Johnson in the 2d session of the Sd ¢ ongress. 2. POO] 
ned the penalty per diem provision which is the feature of 

Ss, 2T7T0 here under discussion. It also contained a provision setting 
dditional factors for the determination of normal per diem. I 


tion this only In the event this committee finds justification for 


roiling S. 20 beyond its present limitations. In fact, we would 
to see written into the Interstate Commerce Act a provision that 


ry railroad must make some reasonable contribution to the Nation’ 
of freight equipment, At the present time, there is no legal 
irement that any railroad must actually own any freight equip 


1 


Mr. Chairman, that completes my eee. | want to express 
vratitude for your allowing me to appear before you. 

Senator Scnorpret, Thank you very ack Mr. Peterson. I have 
question. You probably heard the testimony of several of the 
esses here, pointing out the fact that there are some delays on 

hat are be yond the jurisdic ‘tion or be voud the railroad, its man 
eme nt! s capacity to do very much about it. = hot some of the 
pper S practices also respon sible for some of ese short: aves ha it 

r bably hadn't been generally brought out ca lea general public ¢ 

Mv. Pererson. Senator, I heard that statement and I am afraid 
many of the times when these shortages are attributed to, shall 
say.a delinquency on the part of the shipper. that maybe there is 
ordinating delinquency on the part of the railroads. 

Let me cite you one example. We have a rather large terminal 
itor handling grain at Minneapolis who for several years was 
ga lot of difficulty with its switching. The particular line that 

is serving this elevator never seemed to provide him with adequate 

itching and as a result he was always wrestling around with de- 

rrage bills, sometimes he felt that they were “his responsibility, 

other times he felt they were not. He was always quarreling with 

lilroad on that particular core. They finally called in the rail 

ad management and they sat down and seriously discussed the 
tching problem at this elevator. 

(nd that management is very happy over the fact that they haven't 
the past 15 or 18 months even been presented with one demurrage 
| at their elevator. They have the necessary cooperation out of 

r carrier, and in turn they give that carrier their cooperation, 
he delays in that particular plant are virtually nil. That : why 

| say I think there is sometimes a connection between the two. I don’t 
ean to say that these shippers are all saints any more than anybod) 
se. But it is amazing sometimes how often one delinquency con 
tributes to the delinquency of another. 

hator ScHoEpPEL. Mr. Peterson, thank you very — on 

bits will be made a part of the record. We will now take hort 

Thereupon, a brief recess was taken. ) 


77964—56——_8 
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(The exhibits referred to areas follows:) 


Coprk OF PER DIEM RULES AND INTERPRETATIONS—!IREIGHT 


RULE 19 


The board of directors of the Association of American Railroads shall appx 
a car service division composed of a chairman and the requisite number 
members, territorially representative, invested with plenary power to— 

(@) Supervise the application of car service and per diem rules. 

(6) Suspend or permit departures from car service rules 1 to 6, inclusive, « 
cept as provided in rule 20. 

(c) Exempt when necessary, cars of any type, from the provisions of « 
service rules 1 to 6, inclusive, and provide other regulations under which s) 
cars shall be handled 

(dq) Transfer cars from one railroad or territory to another when necessa1 
to meet traffic conditions, with due regard to car ownership and requirement 
(See note.) 

(3) Conduct investigations, including examination of car records as may 
necessary to insure the observance of car service and per diem rules and of a 
orders issued by the car service division, and in the event that they are unal 
to adjust such matters with the individual railroads, report all the facts with 
recommendation to the board of directors. 

(7) Obtain car location statements and other car performance statistics 
deemed necessary. 

(9g) Take necessary action to bring about uniformity of practice among ra 
roads by the standardization of car distribution rules, including record ar 
report forms. 

(h) Make recommendation to the board of directors when in their opini 
a change in the per diem rate is necessary or desirable. 

(i) To perform such other duties as may be assigned by the board of director 

The headquarters of the car service division provided for by this rule shall 
Washington, D. C. 





Note to Paragraph (d), Rule 19.—This provides an adjustment of surpluses 
shortages, and is intended to suggest an equalization of service so far as practicable a 
consistent with car ownerships. By the latter is meant that if one railroad has, in 


good judgment, provided amply for its coal-ioading patrons, for example, while another | 


not, and the demand is generally equal to supply, the mines of the first will not necessar 
be depleted in order that the mines on the improvident road may be the better serv: 
Generally, as between the provident and improvident roads, it must be recognized that 
in time of great car demand, the latter has to be assisted for the benefit of its patrons a 
its territory at the expense of the former, there must necessarily be set up some method 
compensation for the former, and this of necessity, may go beyond mere car hire 
treatment of short “feeder” railroads, without any appreciable car ownership, such r 
roads must be given a measure of car supply from “trunklines” consistent with curr 
distribution percentages on such trunklines; in other words, they must be treated 
industries on the trunkline connection. (Italic supplied.) 
Authority : I. C. C. R. E. R. No. 318. 


Statement showing total boxcar loadings and average boxcar ownership of 
United States railroads for year 1954 


Total box- A verage Relatior 
Railroad cars loaded, boxcar owners! 
year 1954 ownership, to load 


year 1954! 


Easter listrict Percent 
Ann Arbor 9, 717 s44 § 
Bangor & Aroostook 42, 938 2, 480 F 
Boston & Maine 182, 273 3, 360 1 
Central Vermont 35, 014 SIR 2 
Chicago, Indianapolis & Louisville 39,175 1, 426 3 
Delaware & Hudson 82, 767 3, 096 3 
Delaware, Lackawanna & Western_-_. 148, 706 7,410 4 

yetroit & Mackinac 8, 442 302 3./ 
Detroit & Toledo Shore Line 10, 120 15 I 
Detroit, Toledo & Ironton 97, 681 3, 898 3 
Erie 321, 267 10, 384 3. 2 
Grand Trunk Western 152, S68 8, 759 6 
Lehigh & Hudson River 1, 908 - 

Lehigh & New England 22, 715 918 4 
Lehigh V f 105, 795 5, 791 5 
Maine Central 85, 730 3, 274 


Footnote at end of table, p. 108 
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tatement showing total boxcar loadings and average boxcar ownership of 
United States railroads for year 1954—Continued 

















lotal box Average Relati« f 
Railroad ears loaded, boxear ownership 
year 1954 ow rst to lo 
vear 1954 
rn district—Continued Pescons 
Monongahela 1,710 
Montour 33 
Sew York Centra 1, 064, 782 65, 582 6. lt 
Yew York, Chicago & St. Louis 206, O74 11, 032 ; oF 
New York, New Haven & Hartford 209, 647 6, O15 2.87 
New York, Ontario & Western. 19, 339 Q 04 
New York, Susquehanna & Western 7, 670 72 94 
Pittsburgh & Lake Erie 47, 671 7, 068 14. 82 
Pittsburgh & Shawmut 311 
Pittsburgh & West Virginia 2, 362 201 8. 51 
itland 11,810 197 1. 67 
Wabash 236, 394 12, 852 5. 43 
Potal 3, 155, 009 155, 902 494 
rv district: 
Akron, Canton & Youngstown ; 16, 051 837 5. 22 
Baltimore & Ohio 660, 964 97, 591 4,32 
semer & Lake Erie 5, 206 980 18. 82 
Cambria & Indiana 23 
Central of New Jersey 81,972 2 800 $] 
Long Island 34, 384 
Pennsylvania 1, 253, 169 65. 596 9 
Pensylvania-Reading Seashore Lines 33, O87 
ding 155, 005 7. 495 1 83 
ten Island Rapid Transit 8, 364 
ion RR. (Pittsburgh 36, 918 12 04 
Western Maryland 41,44) 2, 530 6.10 
tal 2, 326, 584 107, 841 4 63 
mtas district 
Chesapeake & Ohio 394, 993 29 319 5 65 
Norfolk & Western 160, 091 9, 747 6. OS 
Virginian '» 9, 659 429 4.45 
otal 564, 743 32, 495 5. 75 
1 district 
Atlanta & St. Andrews Bay 15, 204 
Atlanta & West Point-Western of Alabama 21, 386 676 se 
Atlantic & Danville 4, H04 9 9 
Atlantic Coast Line 253, 478 14, 207 5 60) 
Central of Georgia 134, 903 4. 187 2 1 
irleston & Western Carolina 10, 169 705 6. 92 
chfield 21, 190 788 3. 72 
Columbus & Greenville 8, 937 277 ; 
Florida East Coast 27, 838 180 
rgia & Florida 12, 458 304 2 44 
reOrgla 24, 397 813 32 
Gulf, Mobile & Ohio 158, 643 6. 934 4 37 
Illinois Central WM, 139 19, 661 3 88 
Louisville & Nashvillk 303, 359 12, 627 1.16 
Mississippi Central 5, 597 99 17 
Nashville, Chattanooga & St. Louis 84, 663 3 344 3 73 
Norfolk Southern 32, 794 1.001 2 1 
Richmond, Fredericksburg & Potomac 7,477 13] 17 
Seaboard Air Line 42 12 ‘ 
utnern system 639, 239 21 34 
lennessee Central 14,173 |% 9 61 
otal 2, 563, 210 99, 762 88 
hwestern district: 
Chicago & North Western 
Chicago, St. Paul, Minneapolis & Omaha 4. o4 
Chicago Great Western ( 
Chicago, Milwaukee, St. Paul & Pacific ( 
Duluth, Missabe & Iron Rang 9 
Duluth, South Shore & Atlantic { 
Duluth, Winnipeg & Pacific 
Elgin, Joliet & Eastern 
Great Northern g 
Green Bay & Western 
ike Superior & Ishpeming A 





I 
\T 
I 


nneapolis & St. Louis 


Footnote at end of table, p. 108. 
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Sp | edition Association of American Railroads, Car service division] 


THE NATIONAL TRANSPORTATION SI'rUATION 


At a special meeting of the member railroads of the Association of American 
Railroads held at Chicago on July 28 the following program was unanimously 
adopted 
‘TRANSPORTATION SERVICE 


RAILROADS TO PROVIDE ADEQUATI 


FOREWORD 


Since the end of World War II the class I railroads have purchased and 
installed 290,652 freight cars of all types. This means that 17 percent of the 
total freight car fleet as of June 1, 1950, was new within the past 5 years 
Total freight car retirements during the same period amounted to 334,190, mak- 
ing a net loss in the freight car ownership of 43,558 cars. The number of freight 
cars awaiting repairs which was maintained during World War II at a very 
low level—in fact, lower than had theretofore been considered practicable 
increased gradually until on February 1, 1950, there was a total of 140,929 freight 
ears held awaiting repair or 8.1 percent of the freight car ownership. 
Serviceable freight cars (ownership minus awaiting repairs) which 
figure reflects both the excess of retirements over installations and the increase 


ears 
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adequate to take care of all the requirements for rail transportation without 
ir shortages which have existed this year and which will intensify if present 
vels of industrial and agricultural production continue as is forecast by econo 


sts generally 


vith other fo 


f transportation unless they hay 
ehicles to move the traffic which is offered to them 
railroad industry, collectively and 
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Tnereased car ownership 


The railroad 


Is 


individually 
providing a satisfactory 


PROGRAM 
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individually, adopts 
um to provide adequate transportation service 


Will place orders for freight c¢: 
supply on the individual railroads but for the pur 


Ss 


It is axiomatic that the railroads cannot successfully compete 
an adequate supply 


of 


the 


aimed not only 


se of building the national supply to the levels indicated at the earliest prac 


ble time 


Ow 
I 
T 
IRS 25 (M 
GE un 
97. & & wn 
maariae repa 
; egnizing that the servicenble freight-car supply be more quickly bh 
ised through repair of existing bad order equipment than through construe 
f new cars, the railroads will program repair of equipment so as to make 
car available for the peak londing in October of 1950 that can be made 
Lyle Asa continuing target bad orders should not exceed 5 percent of cars 
nov class 0 ny railroad, except under extraordinary circumstances 
‘ vhere this target figure can be further reduced, it should be done 
car por dau 
\ it is recognized that the average miles per car per day is a mass figure 
lecting the or fa great many factors and that the figure will automatically 
n when busines volume is down irre spective of the speed of railway opera 
should be practicable in time of good car demand such as is now being 
erienced to operate with a national average of 50 miles yp. ir per day for all 
The railroads adopt this as a part ol their proeral 
Railroad efficicncies 
lronds pledge themselves to do all within their power to obtain the 
efficient use of freight cars 


1) Through avoiding 


/ 


qe 


mpany material 


d) 


acks 


prompt 


) Through avoiding delays in 
Through 


un lone 


ling of 


serviceable « 


delays in terminal movements 


road-haul movements 


ars 


Through heavier loading of company material 
) Through prompt repair of equipment and avoidance of delay 
particularly where light repairs are involved 


contain 


ing railroad 


at repall 


(f) Through prompt placement of embargoes where these are necessary to 


elieve railroad congestion. 
(7) Through prompt placement of embargoes against consignees who have 


cumulations and delayed cars 
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(h) Through observance of car service rules as a means of avoiding 


necessary empty mileage and assuring the car owners fair usage of cars 
provided 
N/ pe receetVvao cooperation 
Recognizing that on the average, freight cars are in possession of shippers 
receivers for loading and unloading about 50 percent of the time, the rail- 


roads appeal to the shipping public for its assistance in getting the most efficient 
utilization of the available freight-car fleet. Shippers are urged: 
'() To load and unload promptly 
» To furnish billing promptly. 
To load cars as heavily as practicable based on commercial necessities 
d) To completely unload cars so that they may be available for reloading 
thout the delay and expense incident to switching to railroad cleaning 


(¢) To assist in securing observance of car service rules by loading cars 

ia or in the direction of the owners. Observance of these rules elimi 

ates wasteful mileage and assures owners of proportionate usage of cars 
they have purchased. 

In 1923 the railroads of the United States were faced with freight-car short 
ages far more serious than now being experienced. These difficulties were over 
come by the adoption then of a program to provide adequate transportation 
The transportation problems confronting the railroad industry at the present 
time can be similarly overcome by the present program. All railroads are 
pledged to the success of this effort, and with the same degree of cooperation 
by the users of transportation that the industry has had in the past the ultimate 
objectives of this program can be reached. 

At the meeting where the foregoing program was adopted the railroads were 
individually polled as to what their present plans are with respect to acquisition 
of freight cars and commitments were received indicating early placement ot 
orders for a total of approximately 68,000 freight cars of various types, in addi 
tion to the approximately 40,000 cars which were on order as of July 1 which 
gives a potential backlog of orders totaling 103,000 

The continued cooperation of shippers and receivers of the country as outlined 
in paragraph 5 of the program is earnestly solicited. 

A. W. GAss. 

WasSnInGToN, TDD. C. August 1, 1950. 


Senator SCHOEFFEL. The committee will come to order. 

I now offer for the record, a statement on the freight car shortage by 
Senator Roman L. Hruska of Nebraska. 

(The statement of Senator Hruska is as follows:) 


STATEMENT BY SENATOR ROMAN IL. HRUSKA OF NEBRASKA ON FREIGHT CAR 
SHORTAGE 


The shortage of railroad boxcars, which annually hampers movement of Mid 
western grain crops to the market, threatens to be severe again this year. 

This perennial shortage is caused by simply not enough cars. Your committe: 
now is considering legislation which would offer greater incentives to the produ 
tion of boxears. It is my hope that the committee will take appropriate actio 
to alleviate this shortage. 

This problem can be solved by the construction of additional boxears. <A 
present, many railroads find it much cheaper to rent such cars than to buil 
them. Construction of cars would be encouraged by making it more nearly as 
attractive to own cars as to rent them. 

Current per diem rental payments of $2.40 are far below what a boxcar cai 
earn in a day. It would seem to me that an increase in the rental payment is 
in order. The effect of an increase would be to make the ownership of box 
cars a more profitable and desirable investment by simply returning to the car 
owner a fairer reimbursement for his cars used by other roads in interchange 

A railroad owning an adequate supply of boxcars would not suffer from an) 
increase in per diem charges. The increased rentals assessed against this road 
would be offset by receipts from the use of its own cars by other railroads. 

The railroad owning few cars would find, however, a deficit in its per diem 
account because it rents more cars than it owns. This would be equitable 
my judgment, and the obvious recourse of such a road is the increasing of i 
construction and ownership of boxears. 
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An improvident railroad should not be able to profit from the fact that it 

us a small number of cars, and a road with an adequate number should no 

penalized for its investment 

ine re ased per die m chi irges would also work tow: ird an other objective which 
id help alleviate boxe: ar shortages in that increased cost of using cars would 


edite the movement of this equipment. Such action is certainly most de 
mus by all parties concerned 
urge the committee to favorably consider and report legislation hich 


d (1) encourage increased railroad ownership of boxcars, and (2) promote 
e expeditious movement, distribution, and return of boxcars 
Senator ScHorpren. I have just received a telegram from Mr. Har- 
_ of the Continental Grain Co., New York City, indicating that he 
not be present today. I desire to put this telegram in the record 
‘is behalf at this time of the proceedings. 

The telegram referred to above is as follows:) 


MeMPHIS. TENN., Mareh 28, 1956 
ur letter 26th forwarded and just received, regret commitments preclude 
eing in Washington for boxcar and per diem bill hearing. Might state that 
car shortages still a nationwide problem which only continuing orders 
retirements will solve. Hope your actions will further encourage additional 
nilding on long-range plan. My statement to vou at July 1955 hearing still 
ptable 
C. J. Harriss. 
Senator ScHoreppet. Mr. Gus Giovanelli, of the Northwest States 
iber Co., Bellevue, Wash. 
\O response. ) 
| understood that he was here and wanted to testify but had to 
‘to return to the Northwest as soon as he could 
Ot the record. 
Discussion otf the record.) 
Senator SCHOEPPEL, On the record. 
\ir. Austin Roberts will be our next witness. 


\ 


STATEMENT OF AUSTIN L. ROBERTS, JR., GENERAL SOLICITOR, 


NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COM- 
MISSIONERS 


Roperts. I am Austin L. Roberts, Jr. [I am general solicitor 
the National Association of Railroad and Utilities Commissioners 
| oflices at 7413 New Post Office Building, Washington, D. C., and 
ippearing here on behalf of the association in support of the enact- 
nt of S. 2770. 

lhe National Association of Railroad and Utilities Commissioners 
vale ary organization embracing within its membership the 
bers of the railroad and public utility regulatory commissions 
— of all the 48 States, the District of Columbia, Hawaii, and 

» Rico. 

le Fedeond regulatory commissions, the ICC, the FCC, the FPC, 
the SEC, are also members of the association but on matters of 
slation the association does not presume or attempt to speak for 

-e Federal agencies. My appearance is on behalf of the State com- 

sion members of the association. 

\t a regular meeting of the executive committee of the association 
(in Washington, D. C., on January 20, 1956, the following resolu- 
was duly adopted: 
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ResoLuTION RELATING TO S. 2770, S4TH CONGRESS 
Where s there has been introduced in the S4th Congre SS, S. 2770, to amend the 
Interstate Commerce Act so as to aid in alleviating shortages of railroad freig} 
cars during periods of emergency or threatened emergency by authorizing 1] 
lO to impose charges on carriers to promote the expeditious movement, di 
tribution, interchange, or return of freight cars: Now, therefore, be it 


Resolved, That the executive committee of the National Association of Ra 
road and Utilities Commissioners favors the enactment of S. 2770; and 
Resolved further, That the committee on legislation and the legal represent 
tives of the association are hereby authorized to appear on behalf of the ass | 
tion at any hearing which may be held before any committee of the Congres 
upon the above or any similar bill for the purpose of presenting the views of tix 
association 


One of the most VexIhg, costly, and serious problems in railroad 
transportation tod: LV Is the problem of inadequate freight-car supply 
The size of the Nation's railroad freight-car fleet has been steadil 
decreasing over the years. During 1955, the Nation’s average boxe; 
shortage rose to over 11,000 cars per day, and reache | a peak shortag 
of 22,659 cars per day during the week ending October 29, 1953. 

The Sept di is hecon ne one of such serious proportions, that t] 
NARUC in 1955 established a special committee, under the chairma 
sh p ol ‘he os ‘harles HL. Heltzel, Public Utilities Comm 
sioner of the State of Oregon, which State has a part cular interest 
it, to study the matter. The committee has been oT ee. 
Its study: directed toward “wigs ishing two objectives: (1) An 
crea the Nation’s freight cat supply through the | building of ne 
and additional cars, and (2) ‘an maximum utilization of the existi ov 

iv supply. 

In line with the latter effort, the committee recommended and 
executive committee of the NARUC endorsed the enactment of S 
2770. This bill would e@ive the ICC power to Impose on one or mé 


] 


earriers, W hen a short: we or threatened sho riage has created an em 
gency on threatened emergency, such chai res ap pli cable to any type 
of freight car in any section of the country — g such emerge 
or threatened emergency, as in the opinion of the Commission are 1 


sonably caleulated to reliev -uch shortage by promoting the expedi- | 
s movement, distribution, interchange, or return of freight « 
While sueh an authorization is a serious step, it appears to bear 
m( ble 1 | necessary: one WW lioht of the ndverse CPCONOMIC mM 
resulting from the ertsis in freight C upply. The imability of s 
pers to secure freight cars results in neraca production and saat 
nerensed hnventories causing greater costs pate ost poned or « ‘ance! 
expansion program. While this tot al loss cannot gre Bade em 


it does nevertheless clearly emphasize the serious and stifling effect 
the freight « ap has on the economy in some areas of the Unite: 
states. The areas most distressed are in those States economic: 
concerned with the transportation facilities available for grain, cott 
limber, and,coal shipments and the shipment of commodities requil 
ne reti Wweration CATS. 

Furthermore, and perhaps paramount, is the question of what wo 
happen to our defense effort in the event of another full-scale v 
emergency if the Nation’s railroads cannot expeditiously handle 
commercial traffic now offered them. 

\ccordingly, it is deemed appropriate to take all reasonable steps 
directed toward maximum utilization of our Nation’s existing freig 
car supply. In the opinion of the State regulatory commissions, 1 
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wtment of S. 2770 will contribute to that end for it would further 


engthen the hand of the [CC in promoting the expeditious move 


ent. distribution, interchange, or return of freight cars. The 
NARUG, therefore, favors the enactment of this legis| illo 
Phank you very much, Mr. Chairman, for allowing me to go o 


s afternoon. 
Senator Scuorepren. Thank you, Mr. Roberts 
\t this point I want to otfer for the record a letter under date of 


March 29, from the ¢ omptroller General of the United States ad- 
ed to the Honorable Warren (7. Magnuson, chairman of this 


1 


nittee, with reference to certam phases of this le@islation. 

\lso. a letter dated March Zo this year, from the Departnent of 
culture, signed by True D. Morse, Acting Secretary, addressed to 
Honorable Warren G. Magnuson, pertaming to this measure. 


th of these VW il] he inserted in the record: also. aA news fem from the 
1] Street Journal of Mareh 29. 1956. 
The documents referred to above are as follow s:) 


COMPTROLLER GENERAL O1 He UNIT STAT! 


WARREN G. MAGNUSOD 


(‘ha 


yy 
rman, Conunittee o lnterstate ‘ Pore ( we 


Mr. CHAIRMAN: Further reference is made to your letter of March 


ansmitting a copy of S. 3509, entitled “A bill to amend section 1 (15) 
t Interstate Commerce Act, So as To give te the Interstate Commerce Com 
iuthority for use in alleviating car shortages during periods of emet 
or threatened emergency.’ You invite any comments we may care to offer 


ling the proposed legislatiotr 


ill has the same general objective as S. 2770, but it goes further in that 
ses four distinct grants of authority for the Interstate Commerce Com 


nin the event of an emergency or threatened emergency. Such authority 
lude (1) requiring payment of a penalty by a railroad for failing to 
shipper with a car within a specific time; (2) requiring payment of 
by any shipper, including the United States, who holds or uses a freight 
storage purposes; (3) providing for the routing of traffic in such manner 
sure the minimum per diem use of cars to destination; and (4) assessing 
ges (in addition to the car-hire, car-rental, or per diem charges, or mileage 
then in effect) to be paid by any railroad holding foreign cars on its line, 
sowners of such cars 
e proposed legislation would seem designed to clarify and make specifier 
of the authority that already may be available under the car service pro 
ns of the Interstate Commerce Act, of which paragraph (15) of section 1 
san integral part. In the past the Interstate Commerce Commission has 
extensive use of its powers under the car service provisions of the act to 
merous car service orders, particularly during World War 1 and 
ifter. Many of these emergency orders, having widespread eifect, con 
ted direct action and monetary penalties to alleviate car shortages To 
extent that the proposal is intended to strengthen the hand of the Commis 
on emergency occasions it appears justified and desirable. It may be 
that the provision for reverse demurrage to be paid to a shipper under the 
the bill preceded by “(i)” appears to be somewhat unusual and would 
ea presumption of damage to the shipper without necessity for proof of 
ge suffered by reason of the delay running beyond 10 days. 
Except as noted above we have no special information as to the need for or 


ir 
desirability of such legislation as here proposed If in the proper exercise 
wh powers as here proposed to be conferred due recognition is accorded by 
Commission to the particular interests of the United States consistent with 
ul-defense needs and goals, as presumably would be the case, we would 
»occasion to object to the enactment of the bill 


Shc erely yours, 


FRANK H. WEITZEL, 
tcting Comptroller General of the Uyited Ntates 
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DEPARTMENT OF AGRICULTURE, 
Vareh 28, 1956 ' 
Hon WARK ( MEAGN SON, 


Chairman, Committee on Interstate and Foreign Commerce, 


Dear SENATOR MAGNUSON: Recently vou submitted to us for consideration an 
report a copy of S. 2770, a bill to amend section 1 (15) of the Interstate Com 
merece Act so as to nid in alleviating shortages of railway freight cars during 
periods of emergency or threatened emergency, and for other purposes. 

This bill provides that the Interstate Commerce Commission, when shortages 
or threatened shortages of freight cars exist, may impose such charges in addi 

on to the then effective car-hire, car-rental, per diem charges, or mileage rates 
is Would in the opinion of the Commission be reasonably expected to relieve suc! 
shortages by promoting the expeditious movement, distribution, interchange, o 
return of freight cars. This additional charge could be imposed on any type 
of freight car in any section of the country and would be paid by the using 
carrier to the owner. 

The Department recommends passage of this bill. The Interstate Commerc: 


Commission should have clear authority to impose penalty charges for delays 
by nonowning lines of equipment of other lines whose car ownership is inadequat: 
for the protection of its own traffic. Such detention has, during recent years 


caused serious shortages in heavy loading areas, with resultant delay to ship 
ments of important traffic, including xrgricultural products. 

The imposition of extra charges, as preposed, would induce the offending rail 
roads to return empty equipment to the owning lines more promptly and east 
the car shortages. 

Bnactment of this bill will result in no increased expenses to the Department 
as any penalty charges assessed would be paid by the offending railroad. 

The Bureau of the Budget advises that there is no objection to the submissio! 
of this report. 

Sincerely vours, 
TRUE D. Morse, Acting Secretary 


{From the Wall Street Journal, March 29, 1956] 


BtusiNess BULLETIN—A SPECIAL BACKGROUND REPORT ON TRENDS IN INDUSTR 
AND FINANC! 


FREIGHT CAR SITORTAGE THREATENS TO REACH EMERGENCY PROPORTIONS 


Tightness is already developing—in advance of the peak spring-summer move 
ment of freight which starts im April “Cars are extremely scarce,” says 
traffic official of Celotex Corp., big building materials maker. Northern Pacifi 
Railway worries over whether it will have enough cars to carry on “avalanche 
of wheat ont of northern country elevators to make room for the 1956 harvest 
The ICC cracks down on Northwest lumber shippers to speed up return of cai 

Daily shortage of cars runs in excess of 4,000, about 4 times as great as 
year ago. Scarce steel won't begin to move in any volume to freight-car builders 
until the second quarter 

Backlog of orders for freight cars stands at a flat 141,000; only 9,000 were 
delivered in January and February. 


Senator ScHorrret. Do we have anvone else here who desires to 
leave or file any statements / 

Is Mr. Angus MeDonald here / 

(No response. ) 

If not, gentlemen, this hearing will be recessed. subject to the ca 
ot the chairman follow We the Kaster recess on the part of the Senate. 
Thereupon, at 4:35 p. m., the committee was adjourned, subj 

to the call of the chairman.) 
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AMENDING INTERSTATE COMMERCE ACT 
(To Alleviate Freight Car Shortage) 


MONDAY, MAY 7, 1956 


UNITED STATES SENATE, 
COMMITYER ON INTERSTATE AND FOREIGN COMMERCE, 
SUBCOMMITTEE ON FREIGHT CAR SHORTAGE, 
Washington, D.C. 

Phe special subcommittee met, pursnant to notice, at 10:30 a. m., 

room G-16, United States Capitol, the Honorable Andrew F. 
hoeppel presiding. 

Present: Senators Se hoep pel, Bricker, and Frear. 

\lso present: Frank L. Barton, transportation counsel. 

Senator Scuoerren. The committee will come to order. 

We resume hearings today on 8. 2770, a bill to amend section 1 (15) 
f the Interstate Commerce Act, so as to aid in alleviating shortages 
{ railroad freight cars during periods of emergency or threatened 
ergency, and for other purposes. 

It was pointed out when hearings began on this bill on March 
iat the freight-car shortage is more serious than in comparable pe- 
ods during 1955. This trend continues according to the figures of 
e Association of American Railroads. 

For the week ending April 21, 1956, the average daily shortage 
is 5.755 cars as compared with an average daily shortage of 2,592 
irs forthe week ending April 23, 1955, 

The latest figures available show an average daily shortage of 6405 

for the week ended April 28, 1956. For the comparable period 
st vear, the week ending April 30, 1955, the average daily shortage 
is 5474 cars. 

\t the previous near Ing preliminary figures were placed in the 

rd on the amount of steel estimated to be available xa repair and 

struction of freight cars during 1956. IT have here a statement 
wv the record showing tons of steel allotted by various producers 

the repair and construction of freight cars for each of the years, 
~ to 1955, and steel expected to be so allotted for 1956. The sub 
ttalof each steel producer isalso attached. 

Phe figures show that for 1956 steel producers expect to have avail 
ble for this purpose 2,145,212 tons of steel, which is substantially 
ore than Was used for repair and construction of freight cars for 
\ of the years 1952 to 1955. 

\nd I am going to offer for the record in chronological order, as 
ev are listed here, statements from the steel companies that sup- 
rt the data and the information which I have just read into the 
ecord, 

I shall save the time of the committee here in not reading each of 
e names, but the reporter will note that they are in the order in 
uch they should appear in the record. 

The documents referred to above are as follows :) 


29 
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esident, Bethtlehom Steel (¢ orp 
Vew Yor! NV. Y 


t 


mAR Mr. Homer: This committee is to hold hearings on March 20 and 30 
S. 2770, a bill to amend section 1 (15) of the Interstate Commerce Act, SO as 
id in alleviating shortages of railroad freight cars during periods of emet1 

or threatened emergency 

endeavoring to ascertain freight-car production for the coming year, which 
essential feature of the picture on freight car supply, the committee would 
» have information on the amount of steel available for repair of old freight 
ind construction of new ones 
hall be grateful if you will submit to me by March 27 figures (approximate 
es Will be satisfactory) for your COmpany us follows 

Aggregate amounts of steel allotted for repair and construction of freigh 
for each of the years 1952, 1953, 1954, and 1955: (1) on basis of actual 


ve so allotted, and (2) on basis of percentage this tonnage represents of 
shipments by vour company for all purposes. 

Aggregate tonnage of steel expected to be allotted for repair and con 
on of freight cars for the vear 1956: (1) on basis of actual tonnage 
ted to be allotted, and (2) on basis of percentage this tonnage represents 
shipments expected to be made by your company for all purposes, 


committee does not request that a witness be present to testify but you 


elcome to appear or send a representative to testify if you wish 
Sincerely yours, 
WARREN G. MAGnuson, Chairman 
» Which above letter was sent: 
R. Whiting, chairman of the board and president, Alan Wood Steel Co., 
hohocken, Pa. 
Sebald, president, Armco Steel Corp., 703 Curtis Street, Middletown, Ohio 
Homer, president, Bethlehem Steel Corp., 25 Broadway, New York, N. ¥ 
Iph Eberstedt, president, Central Iron & Steel Co., Harrisburg, Pa. 
Franz, president, Colorado Fuel & Iron Corp., 575 Madison Avenue, New 
Ps 2s 
Simpson, president, Harrisburg Steel Corp., Harrisburg, Pa. 
Block, president, Inland Steel Co., 88S South Dearborn Street, Chicago, I] 
L. Austin, president, Jones & Laughlin Steel Corp., 3 Gateway Center, Pitts 
gh, Pa 
Kaiser, president, Kaiser Steel Corp., 1924 Broadway, Oakland, Calif 
Huston, Jr., president, Lukens Steel Co., Coatesville, Pa. 
Millsop, president, National Steel Corp., Wilmington, Del 
\dams, president, Pittsburgh Steel Co., 1600 Grant Building, Pittsburgh, Pa 
Vhite, president, Republic Steel Corp., Republic Building, Cleveland, Ohio 
emer, Jr., president, Sharon Steel Corp., Sharon, Pa. 
Hood, President, United States Steel Corp., 71 Broadway, New York, MN. Y. 
Neudoerfer, president, Wheeling Steel Corp., Wheeling Steel Corp. Building, 
Wheeling, W. Va. 
Manthe, president, Youngstown Sheet & Tube Co., Stambaugh Building, 
gstown, Ohio 


ALAN Woop STEEL Co., 
Conshohocken, Pa., April 23, 1956. 

ARREN G. MAGNUSON, 

tirman, Committee on Interstate and Foreign Commerce, United Ntates 
Nenate, W ashington, Do. 
: SENATOR MaGNuson: We acknowledge receipt of your letter of April 18 
gret we did not make ourselves altogether clear with respect to the tonnage 
ect to ship during 1956 for the repair and construction of freight cars 
best estimate for the entire year of 1956 is that we will ship approximately 
tons for new freight-car construction and repair of freight cars of an 
ted total of 465,000 tons or about 2°4 percent. 

ust this is the information required, but do not hesitate to call on us if 

iny further information you require. 

Yours very truly, 


a. LAND, General Manaade r, Steel Sales 
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Aprin IS, 1956 


Mr. J. F. La 
Gener Vanage Nfee Na s t/an \Io0d Steel Co., 
Conshohoe hee Pa, 
Dear Mr. Lanp: Thank you for your letter of March 27, 1956, submitti 
gures on the allotment of steel for repair and construction of freight cars. 


note that vour records for 1952 are not available. 

I am not quite clear on the figures on the amount of steel you expect to all 
for repair and construction of freight cars for 1956. U shall be grateful if you w 
supplement the figures you submitted by giving me your best estimate of t] 
amount, in tons, expected to be allotted by your company for repair and constru 
tion of freight cars in 1956 and the percent that amount represents of your tot 
estimated shipments. This information will give figures similar to those receive 
from other steel producers 
Please accept my thanks for your cooperation 

Sincerely yours, 
WARREN G. MAGNUSON, Chairmais 


ALAN Woop STEEL Co., 
Conshohocken, Pa. March 27, 195¢ 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, United States 
Nenate, Washington, D.C. 

Dear Str: Your letter of March 19 addressed to our chairman of the bom 
Mr. J. T. Whiting, has been referred to this department for reply. 

According to our records, we shipped steel to be used in the construction 
new freight cars and repair of old ones, as follows : 


Net tons for lotal net tons Percent 

vent freight ears shipped of total f 

eae anaes freight ca 
a 6, O55 416, 284 
5 1, 205 235, 880 
” 1, 506 449, 660 


We regret that we no longer have available our 1952 records but we belie 
it reasonable to assume that the 1952 shipments would be somewhat simil | 

not possibly a little greater than the 1953 shipments. i 

Regarding section B of your letter with respect to the steel to be allott 
tor the repair and construction of freight cars for the year 1956, it is not « 
policy to allot any specific amount of tonnage for any particular industry) 
However, during the first 6 months of this year we will have shipped during 
January and February and with open orders on our books for freight « 
from March through June, total of approximately 5,400 net tons against 
expected total shipment during the first 6 months of approximately 238,000 
tons. The freight car tonnage would represent approximately 21%, per 
of this 

We have not opened our books for the third and fourth quarters but ex) 
to do at least as well during the latter half of 1956 as during the first halt 
approximately 24% to 3 percent of our total production. 

For your information, we would like to point out that our company 
very small producer of steel products, as our rated ingot capacity is 625,000 1 
per annum as compared with the total rated ingot capacity of the ent 
industry of 128 million tons per annum, which means our production represe! 
about one-half of 1 percent of that of the industry. In addition, we prod 
only hot rolled steel plates and hot rolled steel sheets but the sheets we 
duce are rolled on a narrow continuous mill, and the narrow width li! 
preclude our furnishing sheets for use in freight car construction or re) 
While we do produce plates, our plate facilities represent less than one-t 
of our total production facilities. 

If there is any further information you require, please do not hesitate to 
on us 

Yours very truly, 
J. F. LAND, 
General Manager, steel sales 
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ARMCO STREL CORP 
Viddletown. Ohio Vareh GG. 1956 
WARREN G. MAGNUSON, 
Chairman, Committee on Tuterstate and Foreign Conineree, 
United States Nenate, Washington, D. ¢ 
MAR SENATOR MAGNUSON: We submit the following informatic n reply 
letter of March 19, 1956 


Tons sh ippe d 


Fy 
I 
2. US ~) } 
$4. SOS $48, 90 
9, SOO QS2, 422 
10 63] 7 OR() 
ted 74. 000 1 PK). OOK 


uu will note that our expected shipment of steel products for cars during 
i is at a rate considerably in excess of the rate during any of the previous 
s listed. This anticipated higher rate of shipments is because of our recog 
n of the need for railroad freight cars 

we can supply you with further information, we shall be glad to do 


Sincerely yours, 
W. W. SEBALD, President 


BETHLEHEM STEEL Co., IN 
Bethlehem, Pa... Mareh 26. 1956 
\W. G. MAGNUSON, 
Chairman, United States Senate Committee on Interstate and Foreign Cor 
nerce, United States Senate, Washington, D. C 


Y DeaR Mr. MAGNusoON: Your letter of March 19 addressed to Mr. A. BD 
er, president, has been referred to the writer for attention. You request 
mation concerning past and current shipments for the repair of old freight 
sand the construction of new freight cars 
ethlehem’s actual record of shipments of steel mill products for the purpose 
ribed above, as reported to the American Iron and Steel Institute for the 
1952 through 1955, inclusive, is given below : 


nents of steel mill products for repair or construction of freight cars 


re 
6S 
303, 22 < 
41, 244 } 
348, 453 
wit 


addition, we have estimated our anticipated 1956 shipments to be 525, 
s—3.5 percent of our anticipated total shipments of steel mill products. 
will recall that there was a voluntary program established under United 
Government Public Law 3895 in 1949 to provide tonnage of steel mill 
ts for the production of 10,000 domestic freight cars monthly, in addition 


e tonnage needed for repairs to freight cars, as well as locomotives. At 
ime Bethlehem's share of that program was determined at 385,550 tons 
ly of steel mill products, equivalent to 426,000 tons annually You will 


at our planned shipments in 1956 of 525,000 net tons represents 25 per- 
ncrease over the figure set during the period of operation under the 

tury agreement. 
are all aware of the pressing need of the railroads for repair of freight 
1 the construction of new freight cars, and we are doing everything 








be helpf in this program and at the same time give fair co: 
ce tion to the pressing needs of many other steel Consuming segments « 
W. J. STEPHENS, 
{ssistant General Vanage) of Nales 
THE CoLoRADO FUEL & TRON Corp. 
Washington. D. ( 
\ly \ 1 ON 
Spoke to vour secretary about this revised set of figures 
If there is any other information you desire, please call me 
I) k vou, 


Kp KEATING 


Railroad freight car bu lding program (fons) 


pI a 
re er a I lofs 
ht Snipme 
t A 
9 6. 56S ee } 2 
l OF 1. 1, 503. 2 
4,5 } 1, Ob 
72 j 0. At l 0 
‘ 
6 
1, 200 


THE CoLtorapo FurL & IRON Corpe., 
Washington, D. C.. Mareh 28. 1956 
Senator WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


DKAR SENATOR MAGNUSON: Pursuant to your letter addressed to Mr. A. F 
Franz, president of the Colorado Fuel & Iron Corp., under date of March 19, 195' 
we have compiled the following figures showing the steel shipped for railro: 
freight «ars in 1952, 1958, 1954 and 1955. Also the total amount of steel ship 
by the Colorado Fuel & Iron Corp., in those vears 

We have also made a projection of possible shipments for 1956. j 

Very sincerely yours, 
Ep KEATING, 
Spec al Re presentative of the President, 


Railroad freight car building program (tons) 


WESTERN DIVISION 


Total « 
for | ad t’erce tage 
f> ; ots shipme 
2 & 3 0.9 13 
] »s 1.0 is 
, 4,772 57 s 
7, 462 67 1, 10s 
EASTERN DIVISION 
2 8, 173 1.95 1 
) 4, 395 oF 
a 13 02 2 
is 259 Ob 14, » 
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HARRISBURG STEEL CORP., 
Harrisburg, Pa., March 21 1956. 
jon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 
DEAR SENATOR: We acknowledge receipt of your letter of March 19, request- 
nformation with reference to steel allotted by us for repair and construc- 
n of freight cars for various years. We do not manufacture ur sell any steel 
this purpose and, therefore, none has been allotted 
Yours very truly, 
oe ee SIMPSON, Preside t. 


INLAND STEEL Co., 
Chicago, Ill., March 26, 1956. 
itor WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear SENATOR MaGnuson: This is in reply to your letter of March 19 ad- 
sed to Mr. J. L. Block. 

are submitting the following figures which you requested. For the years 

> through 1955 these represent actual shipments of products used for freight- 

roduction or repair made to customers engaged in that activity, and the 

ent this was of our actual total shipments for all purposes for each of those 


1956 figures are an estimate based on actual shipments to date, and 
llotments issued and expected to be issued for the remainder of the year. 
have assumed for this purpose that demand for steel will continue at levels 

‘ing the allocation of our output and that we will operate at capacity for 
entire year. 


(itu Hinmbnsiienweies sf: anieptaitaetiie dile tacit mitch tesbiebiside sca sntaikaa ilidien adh aniain chabcadaa 80, 527 
81, 054 
72, 273 | 


si capi acl sce ccc ent a a 95, 039 | 
I a snteiincintintieerncieerauiciiaiiatbiaieicitiaiviiadeinttirnrapnsamindinnciniitasian ‘ai ciaeaihinea 105, 000 2. 6 





to tb bo 


wowed 


We trust this gives vou the information you desired. 
Very truly yours, 
J. F. Smitnu, Jr., 
Vice President in Charge of Sales. 


JONES & LAUGHLIN STEEL Corp., 
Pittsburgh 30, Pa., March 23, 1956. 
WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
Washington, D. C. 

Deir Senator MaGnuson: In connection with the request contained in your 
r of March 19, we list below the tonnages of steel shipped by this corporation 
epair and construction of freight cars for the years 1952 through 1955 and 

ited for 1956, together with the percentages that these shipments represent 
e total shipments of this corporation of rolled steel products. 


1952 } 1953 | 1954 1955 


for freight cars tons 26, 252 70, 974 22, 686 50, 445 60, 000 
ie 7 : 


f total shipments 1.7 0.7 1.2 1. 33 


77964—56——9 
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Jones & Laughlin Steel Corp. has 49 percent of its total production in sheets 


and tinplate We have approximately 21 percent of our capacity in tubular 
products and wire products Further, our cold-drawn steels represent approxi 

tely 6 percent. These products are of little if any interest to builders of rail 
' ad tre ht cars 


Of actual interest to the builders of freight cars are our very limited capacity 
for plates, structurals, hot-rolled bars, and small shapes and to a very mino 
extent hot-rolled sheets 
“i shipments for railroad freight cars for 1956, as given above, is 
60,000 tons Which is 4.4 percent of our expected production of such products that 
ve make that are of interest to the railroad-freight-car builders. 

We would also like to point out that steel for the railroads and carbuilders 
during 1952 and through June 1953, was being allotted by the Department of 
Commerce, Iron and Steel Division 

From mid-1958 through 1954 the availability of most categories of steel includ 
ing railroad categories Was in excess of the demand. Only in the second half of 
1955 when both railroads and carbuilders came into the market after othe) 
industries had already filled our books were they unable to place orders for al 
tonnages they requested 

We are doing our best to take care of our railroad and carbuilder customers 

I hope the foregoing will be of service to you 

Sincerely yours, 





Our estim 


C. L. Austin, President 


{Telegram } 
NEw York, N. Y., March 27, 1956 
Senator WARREN G. MAGNUSON, 
lnited States Senate, Wash ington, 3, %.: 
In response to your recent letter to Mr. Kaiser requesting information o1 
Kaiser Steel Corp. shipments of steel for freight car repair and construction, ws 
have prepared the following data: 


| Tons shipped | 


Percent 

for Berries 

Year freight car at ll 

ments of ste¢ 

construction 1) caccta 

’ mill produ 
ind repair 

1952 917 ( 
1953 1, 579 
154 . 6. 004 
955 4,378 
TORS timate 17, 200 


I trust the above information will satisfy your request. However, if there 
is any additional data we can provide, we will be pleased to be of furthe 
assistance 

B. E. ETCHEVERRY, 
Direct General, Planning, Oakland, Calif. 


LUKENS STEEL Co., 
Coatesville, Pa., March 26, 1956 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Fore ign Commerce, 
United States Senate, Washington, D. C. 

DraR SENATOR MAGNUSON: In the absence of Mr. C. L. Huston, Jr., from the 
office, I wish to reply to your letter of March 19, regarding the shipments 
steel for repair and construction of freight cars. 

\s you may or may not know, we are a semi-integrated single product p 


ducer of specialty carbon and alloy steel plates, having two large plate mills 
120 inches and 206 inches wide, the latter being the largest in the United States 

Our capacity is usually directed toward atomic energy, naval shipbuilding 
armor plate, and the petroleum, chemical, and food-processing industries. Ii 


cause of the nature of our facilities, we do very little business with freight c¢: 
builders or repair shops. 
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Under (a) and (6) of your questionnaire, I wish to advise that the tonnages 


licated are tonnages which the railroads and car builders purchased from 
; during the years shown, and which we expect they will purchase from us 
LO56 
a Percent ol 
total tor 
it 4, 183 1, 23 
2, 549 2 
rm) 14 
1, 028 21 
I sted 1, 212 24 


you can see, we are not a significant factor in this field and we hope that 
wove information is as you have requested it. 


Yours very truly, 
W. EK. MULLESTEIN, 


General Manager of Sates 


NATIONAL STEEL Corp., 
Pittsburgh, Pa., March 26, 1956 
WARREN G. MAGNUSON, 
hairman, Committee on Interstate and Foreign Commerce, 

United States Senate, Washington, D.C. 

SENATOR MAGNUSON: This letter has reference to yours of March 19, 
ddressed to Mr. T. Ik. Millsop, president, National Steel Corp., Wilmington, 
May I advise you, please, that the delay in this response is due to the fact 

Mr. Millsop’s headquarters are in Pittsburgh, Pa., and the forwarding of 
etter to him accounts for the delay, which I trust will in no way incon 
nee vou 

e following tabulation will, I believe, give you the desired information, 

far as National Steel Corp. is concerned : 


Reference Reference 
A-I A-2 
Tons Percent 
43, 678 1.19 
48, O85 1.13 
11,011 3] 
32, SUI 74 
} 
' Reference Reference 
j | B-1 B-2 
; es 
| Tons Percent 
| 71, 000 1. 58 


If there is any further information you require, we shall be pleased to co- 
erate with you. 
Yours very truly, 
ALBERT C. CHILDS, Vice President. 


PHOENIX IRON & STEEL Co., 
Harrisburg, Pa., March 238, 1956 
WARREN G. MAGNUSON, 
United States Senate, Washington, D. C. 
EAR SENATOR: This is in reply to your letter of March 19 addressed to Mr 
rstadt. 
ease note that the Central Iron & Steel Co. has been changed to the Phoenix 
& Steel Co. but that the figures hereafter represented are the actual figures 
e then Central Iron & Steel Co. 
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During 1952 we actually produced and shipped steel plates for railroad repair 
and car building in the amount of 5,817 tons, equaling 2.5 percent of our tota 
production; in 1953, 17,600 tons, equaling 11 percent; in 1954, 3,300 tons 
equaling 4 percent; in 1955, 8,600 tons equaling 4 percent; in 1956, 12,000 tons 
(estimated) equaling 5 percent. 

If there is any further information which you may desire, please feel free t 
call upon us. 

Very truly yours, 
W. A. Cook, Vice President. 


PITTSBURGH STEEL Co., 
Pittsburgh, Pa., April 3, 1956. | 
Senator WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

DEAR SENATOR MAGNUSON: Please pardon my delay in replying to your lette: 
of March 19 with respect to the requirements of the railroads for their freight 
ear building program. 

Pittsburgh Steel is a producer of hot- and cold-rolled sheets, strip, tubular 
and wire products, and as such does not produce the plates, structural stee 
wheels, et al., that are used for the program in question. 

The following figures, however, specifically set forth the answer to you 
question under paragraph “a”: 





| kiannee | lotal ship- | Percenta 
oun 
Product Steck ines ments (net total ship- 
et tons 
| tons ment 
—_—_ | 
195 None....--- None 866, 396 
1953 Hot-rolled sheets ! 45 910, 912 0 
1954 : do 127 769, 649 
1955 ee en : | do_. ‘ 162 1, 079, 074 


The answer to the question raised by paragraph ‘“b” is also in part found i! 
the fact that we are not producing the products which the railroads require i! 
large tonnages. 

I might add, however, that we have talked with the officials of many railroa: 
who specifically understand our situation and have offered what little assistance 
we can. 

Sincerely, 
Avery C. ADAMS, President 


REPUBLIC STEEL CorpP., 
Cleveland 1, Ohio, March 26, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Sir: This letter is in reply to yours of March 19 to our Mr. C. M. Whi 
with regard to railroad freight cars. 

During the years 1952 to 1955, for which period you requested figures on 0 
allotments of steel for repair and construction of freight cars, we actually h: 
no specific allotments of steel for freight cars. The controlled material pla 
administered by the National Production Authority was in effect in 1952 an 
1953. In 1954 and until late in 1955 we were able to ship all the steel t 
railroads requested from us. We are, therefore, reporting to you the actu 
tonnage shipped for this purpose during these years together with the pe 
centage that this tonnage is of our total shipments. 

For the year 1956 we have set aside a self-imposed allotment of 12,000 tons 
per month and have calculated the percentage on the basis of our expected 
shipments. 


| 1952 | 1953 1954 1955 | 195 
Shipments, total tons aomal | 130,678 | 117,894 36, 710 71, 411 | 1 144, (00 
Percent of total shipments._._--....-...-..--- 2.14 16.3 0. 73 | 1.01 2. Of 
i 
i ' 


1 Total tons allotted. 
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‘pal 
oe For your information, Republic Steel Corp. produces no structural shapes and 
re not a large producer of plates, which are the principal products used 
tons road-car construction and repair. 
sr Very truly vours, 
NorMAN W. Foy, 
Vice President in Charge of Sales 
it — 
SHARON STEEL Corp 
Sharon, Pa., Mareh 238, 1950, 
6. H WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Forcigqn Cominiieree, 
United States Senate, Washington, D.C. 
ly DeaR SENATOR MAGNUSON: As Mr. H. A. Roemer, Jr., is no longer with 
tte colmpany, your letter of March 19 has been referred to me. 
ight Ve are hot a large supplier to the railroads because the only product we make 
{in the repair of old freight cars and construction of new cars is mill edge 
sar es Which we can only produce in narrow widths up to 20 inches wide. 
fee therefore, in submitting the figures requested we have added a column to 
w the percentage of tonnage of plates shipped to the railroads to the total 
ite shipments for all purposes. 
Ve have also added the year 1951, as we feel these figures are significant, for 
951 tonnage to the railroads was under Government allocation and they were 
en all the steel they could use. We were then in a period of emergency. 
Che figures requested are as follows: 
egate amounts of steel allotted for repair and construction of freight cars 
" Percent rail Total com- Percent rail 
Year Shipments Potal plate roads to total pany ship- roads to total 
to railroads shipments plate ship- ments, all company 
ments products shipment 
| j 
» j 52,012 94, 925 54.8 1, 186, 561 4.4 
28, 385 95, 134 20.8 954, 760 0 
29, 145 117, 133 24.9 1. 156, 240 > 5 
| 4 4, 168 36, 184 11 611, 6038 7 
a ae 13, 767 68, 567 20. 1 1, 059, 757 1.3 
rregate tonnage of steel expected to be allotted for repair and construction of 


freight cars for the year 1956 


Percent rail Total com- Percent rail 
: Shipment Potal plate roads to total] pany ship roads te ] 
Yea to railroads shipments plate ship ments, all company 
ment products shipment 
45, 000 85. OOO 53. 0 1, 250, 000 2 ¢ 
Li cae ] .3 ; 
: In addition to the data requested, we would like to have you give 
; onsideration to the following table showing the new freight cars on 
, : 1 pee : 
rhe der from 1951 through 1955: 
195] 1952 ) 54 ) 
ed 126, 438 QS. 5éE 66. 368 O35 18. 970 
135, O3¢ 95, 60 t 711 4). 54S 17. 096 
137, 34 91, 056 » 354 16, SOF 18. OO1 
138, 319 RO YI] 4, 333 13, 964 18, 193 
154, 348 84, 341 MW), 717 12, 169 030 
128, 540 77, 984 45, 804 11,429 27, 843 
12 S44 6. S70 49.119 10 } 44. 622 
121, 359 75, 684 410), 224 11,016 1), ON7 
\ her 118,073 73. 609 | { 10, 232 642 
113, 304 74, 728 159 11,78 410 
r 110, 325 72, 400 0, 703 13, 639 103, 685 


I 104, 831 67, 138 7, 678 13, 624 5, 293 
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Also, the following table listing the number of freight cars actually built from 


151 through 1955 


1954 
s + s a | 
. ‘ 5 1,041 2 
\ ‘ { | 
4 s 7 4 "WS 4.19 
NI Is) 658 { 
q Oey Os3 { 
2H HOS 7,09 2,051 2 
7,18 1,674 6,0 2, 450 
s s 6 HBF 9 GAS 
0 24 8, 08 2,348 } 
8 )QR } 1 ) 
, 8, 4 OS 4, 752 2, 232 8 


gnificant facets: In 1951 the railroads were 

given an allocation of steel to produce 10,000 freight cars per month—all they 

asked for. But they only reached this goal in 1 month. ‘They averaged for the 
ar only 8,000 cars per month 


These tables point up several si 


In 1954 when steel was in plentiful supply the railroads cut their purchase 
to the bone. As a matter of fact, for all of 1954 and the first half of 1955 they 
averaged only 2,980 cars per month 

In 1954 the railroads let their backlog of orders for freight cars get as low 
10.534 cars. At the beginning of 1956 their order backlog was 147,520 freigh 
ears An increase of 1400 percent 

It is to be hoped that your committee will use its influence to persuade the 
railroads to establish some sensible program of replacement of freight cars so 
that every time there is a car shortage they will not have to run to the Govern 
ment requesting preferential treatment in the allocation of steel and other metal 
that may be in short supply at the time they need cars because they did not order 
cars when they were readily obtainable. 

Very truly yours, { 
(Signed) D. B. Carson, 
Executive Vice President. 


UNITED STATES STEEL Corp., 
Pittsburgh, Pa., March 23, 195 
Ho WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Conmerce, 
United States Senate, Washington, D. C. 

DikaAk SENATOR MAGNUSON: Mr. Hood has referred to me your letter of Marcel 
1%, 1956, and has asked that I furnish the information you request. 

(a) 1952: During the year 1952, steel production and distribution were con 
trolled by the National Production Authority under the Defense Productior 
Act. Our records indicate that the United States Steel Corp. shipped unde 
Government directives, during that year, 894,959 tons of steel products fi 
freight-car construction and repair. These shipments constituted 4.1 perce! 
of our total gross shipments of all steel products. 

1953: During the first half of 1953, the production and distribution of ste« 
remained under Government control. Following termination of the controll 
materials plan on June 80, 1953, and during the second half of that year, the 
distribution of steel was no longer allocated. Our records show that during t} 
entire year we shipped for freight-car construction and repair 1,029,495 tons of 
steel products, constituting 4 percent of our total gross shipments during that 
year. 

1954: Steel products were not under allocation during 1954 and demand was 
substantially less than our capacity to produce. During that year, we were abl 
to sell, according to our records to carbuilders for freight-car construction and 
repair 425,337 tons of steel products which represented 2.1 percent of our total 
gross shipments during the year. 

1955: Late in the first half of 1955, the demand for most steel products h 
increased to an extent that we found ourselves unable to meet delivery require 
ments of many of our customers. But it was not until the second half of 1955 
that we found we were unable to meet the delivery requirements of the carbuild 
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rs. Nevertheless, because of the urgent need for freight cars, we made every 
1 we were making available to the car- 
ate that we shipped a 
These shipments 


ffort to increase the quantities of stee 
uilders. During the entire vear 1955, our records indi 
tal of 702,690 tons for freight-car Construction and repair. 
mstituted 2.7 percent of our total shipments during the year. 
b) 1956: Since the first of this year, we have continued with considerable 
cecess in making available increased quantities of steel products for freight 
construction and repair. Barring interruptions in production, we expect 
be able to supply for that purpose a total of about 920,000 tons. We expect 
s will represent in the neighborhood of 3.5 percent of the total tonnage of 
teel products we will ship during the vear 1956 
We trust this is the information vou are seeking 


Respectfully submitted 
Davip | AUSTIN, 


BRrecutive Vice President. Commercial, 


WHEELING STEEL Corp., 
WHEELING, W. VA., April 24, 1956 
I WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington. D.C 
further request of April 18, 


SENATOR MAGNUSON: In accordance with your 
tons and 


56, We show below our total shipments of steel for freight cars, in 
percent of total shipments for all purposes. We would point out that the 
jor steel requirement for freight cars is in plates and hot-rolled sheets, in 
h category we are small producers. During the years covered by your 
ey our trade shipments of these commodities have averaged only about 
reent of our total shipments, despite the fact that in 1952 and part of 1953 
were subject to Government controls which upset our normal product mix, 
ereatest part of our production is in further finished steel products, which 
unts for the small proportion of our total shipments which has gone into 
ght-car construction. 
fhe requested information is as follows: 


l a | j 
el il } 2 : ‘ 
pm 
1 024 j 
4 146 | ‘ 
6. 148 | 
11, 800 7 


Yours very truly, 
J. L. Nevporrrer. President 


THE YOUNGTOWN SHEET & TUBE Co 
Youngstown, Ohio, Marceh 23. 1956 


Hlon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Con erce, 
United States Senate, Washington, D. C. 


DkAR SENATOR: Your letter of March 19 directed to our president, J. lL. Mauthe, 


s ubsence came to my attention. 
We give below the information you request. 
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With respect to 1954, the lowest year shown above, we operated our mills at 
below capacity During that year we sought and would have welcomed mors 
railroad business. However, the railroads were not then buying so the low 
rate of 1.5 percent was of their making rather than ours. Our company is pri 


marily a producer of light steels and tubular goods which are not extensivel) 
used in freight-car fabrication 
We shall not avail ourselves of your kind invitation to send a representative 


While we do not have much further detail than is given above on steel supplied 
for freight-car use, we are at your service for any additional information which 
may still be preserved in our records if you should feel the need for it in the 
course of your inquiry. 
Yours very truly, 
W. E. Warson. Vice President. 


APRIL 18, 1956 
Mr. J. L. NEUDOERFER, 
President, Wheeling Steel Corp., 
Wheeling, W. Va. 

Dean Mr. NEUDOERFER: Thank you for your letter of March 23, 1956, submitting 
data on amount of steel allotted for repair and construction of freight cars. 

[ note in the figures you submitted that you showed shipments by vears, i1 
net tons, of plates and hot-rolled sheets for freight cars expressed in percent of 
total shipments of plates and hot-rolled sheets. Separately, figures for standard 
pipe for freight cars were similarly shown as percent of total shipments of 
standard pipes. 

I shall be grateful if you will send me, as originally requested, figures to show 
total shipments of steel for repair and construction of freight cars as a singl 
amount, in tons, for each year and also as a percent of total shipment of a 
products for that year. Your best estimate for 1956 is requested. This info: 
mation will give figures similar to those received from other steel producers 

Please accept my thanks for your cooperation. 

Sincerely yours, 
WaRREN G. Macnuson, Chairman. 


WHEELING STEEL Corp., 
Wheeling, W. Va., March 23, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear SENATOR MAGNUSON: In accordance with your request dated March 19 
1956, concerning information relative to the amount of steel available for repai1 
of old freight cars and construction of new ones, we submit the following data 


Shipments in |Percent of total 
net tons, plates | shipments of 


and hot-rolled plates and 
sheets for hot-rolled 
freight cars | sheets 
1952 : S ssadiu ne 37, 707 | 20.9 
1953 - . - 2 i wa se ht ta oa 22, 328 | 13.3 
1954 : ade sire 5, 833 6.2 
1955 7 a ae 4 Sd 6.501 | 47 
1956 (estimnated ar a ae 10, 000 6.3 


The percent of total shipments is expressed in terms of our plate and hot 
rolled sheets since steel requirements of freight cars are primarily these items 





l¢ 





We also ship standard pipe for freight-car construction. 
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Pipe of this type 


s not been the same problem as flat-rolled and we would be glad to furnish 
Our statistics on pipe 


ditional tonnages 


LOWS: 


timated) 


as requested 


by our customers. 


Standard pipe 
for freight cars 
shipments, 


net tons 


We should like to point out that during 1952 and the first half of 19538 distribu- 
was out of our hands since we were operating under controlled materials 


During 1954 we would have welcomed additional orders. 


6 we are increasing the pattern for our freight-car customers. 
We trust the above will give you the required information. 
Yours very truly, 


During the year 


JOHN L. NEUDOERFER, President. 


Senator ScHorrvreL, Offered for the record are letters on S. 2770 

ii the Department of Justice, Department of Commerce, General 
ces Administration, and the General Accounting Office. 

Lhe letters referred to are as follows:) 


WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

AR SENATOR: This is in response to your request for the views of the De- 


nent of Justice concerning the bill (S. 2770) to amend section 1 


DEPARTMENT OF JUSTICE, 
Vareh 29, 1956. 


(15) of the 


rstate Commerce Act, so as to aid in alleviating shortages of railroad freight 
of emergency or threatened 


during periods 


Doses 


emergency, 


and for other 


Under the emergency provisions of paragraph (15) of section 1 of the Inter- 


e Commerce Act 


(49 U.S. C. 


(15) ) the Interstate Commerce Commission is 


iorized, among other things, to route traffic to relieve congestion, to suspend 


ished car-service rules, 
to require joint 


Sincerely, 


to give priority to the movement of certain traffic 


use of terminals and main-line tracks. The bill would 
nd paragraph (15) of section 1 so as to authorize, during emergencies in- 
ng freight-car shortages, the imposition of special charges in addition to 
presently in effect, to promote efficient car service. 
Vhether the bill should be enacted involves a question of policy concerning 
h this Department prefers to make no recommendation. 
e Bureau of the Budget has advised that there is no objection to the sub- 
ion of this report. 


WARREN G. MAGNUSON, 
United States Senate, Washington, D.C. 


\R SENATOR MAGNUSON: 
erning the resumption of hearings May 7 on 8. 


Deputy 


WILLIAM P 


Qrr 


2770, a bill 


ROGERS, 
{ttorney General. 


THe UNpDER SECRETARY OF COMMERCE FOR TRANSPORTATION, 


Washington, April 30, 1956 


This has reference to your letter of April 16, 1956, 


to allow the 


rstate Commerce Commission to establish penalty per diem rates on freight 
You suggested in view of my transportation responsibilities that I may 
to testify on this legislation and other aspects of the freight-car situation 
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p yi policy within the executive branch, responsibility in the Federal Goy 
{ é for adequate car supply and the efficient distribution of this equipmen 
is vested the Interstate Commerce Colmission. Under these circumstances 
( direct tion hich the Secretary of Commerce can take specifically 
) ‘ ( eig I rtages 
| pleased owever, to submi the views of the Department With respect 
> iO i It OWS 
S. 2770 ud empower the Interstate Commerce Commission when freight- 
ves eXist, or are threatened, to impose on one or more carriers such penalt 
rges applicable to any type of freight car in any section of the 
n its opinion are reasonably calculated to relieve the shortages 
J C1 v charge \ d be paid by the using Carriers to the car owners Phi 
s pel irges would be promote the expeditious movemen 
( t r re n of Treight cars 
I : ( ( nsib nd duty to furnish safe and adeg 
I C1 ee and to establish a observe just and reasonable car service rule 
nd | ices. 
The Interstate Commerce Commission has practically unrestricted authorit 
nae he Interstate Commerce Act for dealing with car service matters. Unde 
1 (15) the Commisison may require filing of the carriers’ car service rule 
lations. Sections 1 (14+) authorizes the Commission to establish reas 
e rules, regulations, and practices with respect to car service including the 
compensation to be paid for the use of cars and the penalties or other sanctioi 
nonobservance of such rules, regulations, or practices. The term “car 
service ‘is detined by section 1 (10) to include the “use, control, supply, movement 
dist n, exchange, interchange, and return of locomotives, curs, and othe 
st tr portation of property” by any railroad 
set l I>) gives the ICC extraordinary powers to deal with emergen 
situations. When the Commission is of the opinion that equipment shortagt 
n of traffic, or other emergencies requiring immediate action ex 
i ny section of the country, it may suspend the operation of any or all « 
ser) es or practices, di prescribe sucl ist and reasonnble direction 
without regard to car ownership as in its opinion will best promote the service 
} of the public (d commerce of the people. The Commission may alse 
require e joint use of terminals, establish preferences and priorities in tra 
portatiol nd direct embargoes or the movement of traffic under pern 
hese 1\ be taken upon col on its own initiative witho 
( ! nd hor without notice the making of a report 
More he tion f the Comm on may be made throug 
v7 © ! | ( Peele?) =} 1] des I t { that pu pos Ra 
| tie s, avents, and emplovees have the statntory duty to obse 


strictly 


which shi 
Phi 


il} 

dire he 

if is 
} 

I st ¢ 
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the Secretary of Commerce has the responsibility for overall trans 
] 





1: 


and conform promptly to car-service directions of the Commissi« 


Failure o 


refusal so to comply makes the carriers liable to heavy penalti 


ill accrue to the United States. 


imary needs in the event of car shortages are maximum efficienc) 
sand re tion of curs to areas of critical demand It is don 
nposition of penalty per diem charges would be effective 

ene asure f compelling railroads to use cars more efficiently 


eV are needed If the charge were prohibitive in amount, 
lroads would return off-line cars to their owners whi 
he where they are needed and to do so without full regard for the 
ent use of the car If the penalty char were not prohibitive, the 





‘obably be little change in the practices under normal per diem rates, f 


the re nes d st he emploved protitably. The only result would 
tha ( ne car would earn more for the owning carrier. There is litt 
ines ‘ ‘ er cuse for relocating cars in the shortage area which is 
je ve sought by the proposed authority. 
his Department believes that the correction of emergency car shortage sit 
s es d t and positive action by the carriers acting either voluntari 
‘ nae ] mpulsion of the Conimission. The powers of the Commiss 
ppe: ( ideq e for dealing promptly and directly in such emergencies 
We therefore oppose the enactment of S. 2770. 


The Burean of the Budget has advised that there is no objection to the s 
mission of this report to your committee. 
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la nformed that under date of March 30, 1956, in accordance with a request 
\ "| ST ff member of your Committe \Iy Charles | Ll nevwel thie Ldn 
hie Depart ent bsusiness na Def me Ad I 
ed n information 1 ne to the of ster 1 the 
! ( CS lif lo hie es 
‘ f thea ve « { en ‘ | he Dey ( } 
‘ Wwe Vere | I | ttle il nvthing d e added \ I} 
e oO} int 
( | howeve ) out te ( that the re endations « h 
‘ 1 VISol ("¢ rhiittes } Lis} i Policy 1) in i | ai tine 
( eli th re td il ti } Lye ol tre eht-« ir sno or 
s t l i [ Tie r¢ sf il 11 Le*die ‘ nea l l 
e the abilitv and the menus to acquire and mail ,equipment of 
(if ‘ eth N I l eed 
1i¢ heles l I ita Ol to Test l - wat) | ( 
hereol | eof hei the el ‘ Vout { 
5 ( l om i 
Louis S. Kh S 
ee 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. Gics 1p il IS, 19 
S. 2770 
r WARREN G. M LGNUSON, 
[ nomittee on Interstate and Forcign Co erce, 


United States Senat s Washington, D.C 


nian, Co 


ywAR Mk. CHAIRMAN: Further reference is made to your letter of January 6 
equesting Comments on the proposed legislation, S. 2770 
Wopoeses to amend section I (15) of the Interstate Commerce Act to 
the Int tate Commerce Commission to impose so-called penalty 
iddition to the usual car-hire, car-rental, or per diem charges for the 
f freight cars and equipment on nonowning lines This would be permitted 
ng an emergency when in the opinion of the Commission such charges are 
Vv calculated t elleve equipment shortages by promoting expeditious 
. distribution, interchange, or return of freight cars 
his bill carries out a recommendation recently made by the Interstate Ce 
Commission (69th annual report, p. 121). 
i e Commission already possesses authority under section 1 (14) of the Lite 
Commerce Act to establish reasonable rules, regulations, and practices 
pect to car service, including compensation to be paid for the use of any 
it not owned by the carrier using if It has been held, however, tht 
ithority, though broad, did not justify the imposition of a penalty charg 
d above a reasonable rental charge for the purpose of expediting the re 
eight curs to the owning line. (See Pal rv. United States, 75 F. Supp 
Comission is apparently of the view that the scope of its existing au 
not sufficiently broad to accomplish the prompt return of freight cars 
ry duty to represe the Federal Government for the use of the 
e agencies, GSA Is interested In proposed amendments to the Interstate 
erce Act which might affect its role as a shipper. This bill, however, will 
v directly to shippers but deals with settlements between railroads fon 


e of freight cars and equipment when on the lines of carriers other than 


is apparentiv ite nded to act asa re nedy against car > ye during 
f emergency, or threatened emergency. While the administration of 
endment may be difficult, its application would not be injurious to the 
ts of the Government as a Shipper. Accordingly, no objection is raised te 
ed legislation. 
B eau Of the Budget has advised that there 3; no obiectious to the 


this report to you committee 


I’ RANKLIN G. Fic BE, Administrato 
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COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., January 12, 1956. 
Hon. WARREN G, MAGNUSON, 
Comimittce on Interstate and Foreign Commerce, 
United States Senate. 

Dean Mr. CHAIRMAN: Further reference is made to your letter of January 6, 
1956, enclosing a copy of S. 2770, entitled “A bill to amend section 1 (15) of the 
Interstate Commerce Act, so as to aid in alleviating shortages of railroad freight 
cars during periods of emergency or threatened emergency, and for other pur 


poses You invite any comments which we may care to offer concerning the 
proposed legislation 
The bill, if enacted, would empower the Interstate Commerce Commission to 


impose on one or more Carriers, whenever a shortage or threatened shortage of 
freight cars exists, charges, in addition to the car-hire, car-rental, or per diem 
charges, or mileage rates then in effect, for the use of cars not owned by the using 
carrier. The Commission, under this proposed legislation, could fix such charges 
as, in its opinion, are reasonably calculated to relieve such shortage or threat 
ened shortage by promoting the expeditious movement, distribution, interchange 
return of freight cars, the additional charges to be paid by the using carrier 
to the owners of such cars 

We have no special information as to the need for, or the desirability of, legis 
lation such as proposed, and, therefore, we have no recommendations to make 
with respect to the merits of the bill. 

Sincerely yours, 


or 


JOSEPH CAMPBELL, 
Comptroller General of the United States. 


Senator SCHOEPPEL. [should like to insert at this point in the record 
a letter to the chairman from Senator Milton R. Youne, of North 
Dakota. 

(The letter referred to is as follows - 


UNITED STATES SENATE, 
Committee on Appropriations, March 28, 1956. 
Hon. WARREN G. MAGNUSON, 
United States Senate, Washington, D. C. 

Drevin Maccre:It is my understanding that the Senate Interstate and Foreign 
Commerce Committee will conduct hearings very soon on S, 2770. 

Farmers in my State are very interested in this legislation. For years we 
have been plagued with a drastic shortage of boxcars during the harvest season 
This was understandable during the war and the years immediately following 
However, there is no reason for this situation to exist today. It is impossibl 
to estimate the financial loss to farmers caused by this shortage of boxears and 
the resulting inability to get their grain to market. 

This bill will, I think, be of some assistance in correcting this situation. I at 
hopeful, therefore, that your committee will act favorably on S. 2770. 

With warmest personal regards, 

Sincerely yours, 
MILTON R. Young. 

Senator Scuorrren. To be offered for the record are a number 
of telegrams and letters commenting on S. 2770. 

(The documents referred to are as follows :) 


MEDFORD, OREG. 
Senator NEUBERGER, 
Senate Office Building, Washington, D. C.: 
We wish to go on record that we are definitely in favor of Interstate Commerce 
Commission Service Order 910 effective April 9 expediting rail shipments east. 
VOLLSTEDT KERR LUMBER Co., 
Medford, Oreg. 
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Forest GROVE, OREG. 
Senator RICHARD NEUBERGER, 
Washington, D. C. 
Feel that ICC ruling No. 910 is not in the best interest of Northwest lumber 
ndustry. 
# LARKINS LUMBER CO. 
e@ ELLERD LARKINS. 


J. E. Coot LUMBER Co., 
e Portland, Oreg., March 27, 1956. 
Senators WAYNE Morse and RIcHARD L. NEUBERGER, 
9 United States Senate, Washington, D. C. 


f l)eAR SENATORS: Many people have their pros and cons, whether verbal or 
H ritten, regarding the annual car shortage that exists generally throughout the 

intry at certain times of the year and specifically in the State of Oregon 
s iring the spring and summer months. 


Why do the officials of the ICC and the AAR specifically blame the lumbermen 
d their use of circuitous routings for the car shortage when many cars, 
E metimes in the thousands, are used by the farmers, with the aid of the 
mmodity Credit Corporation, for the storage of grains. I see no reason why 
he pampered few, i. e., the farmers, should be further pampered by the annual 
vice orders from the ICC that come out restricting movement of cars owned 
the railroads servicing the grain-producing areas. As long as there is such 
surplus of grain why enforce such regulations? What is the lumber industry 
it the harvesting of a crop—timber. 
If this wheat has to be moved why leave the movement of this grain up to the 
retion of the farm bureaus and Commodity Credit Corporation? Why not 
an unbiased committee to set this date? I see no reason why any one 
lustry should be pampered to the detriment of many other industries. 
If the transit shippers, whether they be lumber, grain, or any other commodity, 
1 to ship their cars in a circuitous manner, let them pay a premium of 1 cent 
ore per hundredweight for that privilege. For an example, if a car of unsold 
wer is shipped to Council Bluffs for reconsignment and is routed S. P.-U. P 
Ellis, Kans., and is still unsold by the time it reaches Denver and the shipper 
hes the circuitous routing, let him pay this premium; but if this car is sold 
| ir to reaching Denver, let him change that routing to 8. P.-U. P. direct. 
the above illustration the agent at destination would assess freight on the 
gular coast rate if car moved direct to destination; but if the car moved via 
lis, Kans., then the agent at destination would be forced by regulations to 
sess the premium. I realize the idea of this premium could not come from the 
roads, as they would be jeopardizing their standing with the transit shippers, 
i the idea would have to originate from some governmental body. 
The transit shipper is an economic factor that has to be recognized in the 
tribution of any commodity; and if they are willing to pay a just premium 
he use of the circuitous routings, then let them. Many times cars have to 
‘ slowed down in transit for the benefit of not the shipper, but the consignee. 
Yours very truly, 


J. E. Coon LUMRER C 
(Signed) TD. J. Coon. 


FARMERS’ UNION GRAIN TERMINAL ASSOCIATION, 
St. Paul, Minn., Warch 28, 1956. 
WARREN G. MAGNUSON, 
Chairman, Subcommittee on Freight Car Shortages, 
Senate Interstate and Foreign Commerce Committee, 
United States Senate, Washington, D.C. 

DEAR SENATOR MAGNUSON: My name is Thos. C. Croll. I am assistant general 
inager of the Farmers’ Union Grain Terminal Association of St. Paul, which 
rves approximately 600 country elevators located in the Northwest States of 
nnesota, North and South Dakota, and Montana. 
(on behalf of the association and its affiliates, I appreciate the privilege of filing 

following statement, together with attached exhibits 1, 2, and 8: 
Che shortage of boxcars has brought with it a number of problems which local 
vator operators have tried to the best of their ability to cope with in an effort 
meet the demands of their patrons. In many instances additional storage 
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capacity was acquired in the form of new annexes, purchase and lease of steel 
bins and quonsets, Which, we roughly estimate for our affiliates, amounted to 
about 5 million bushels Even with that added capacity, a large amount of grain 
was dumped on the ground. With large quantities of grain tied up for lack of 
transportation facilities, this has entailed large-scale financing, which, of course 
means abnormal interest and insurance costs. Furthermore, there is the addi- 
tional cost of handling grain placed on the ground, plus the loss because of 
deterioration 

We are at this time still experiencing a critical shortage of boxcars suitable 
for bulk grain loading. For illustration, at Edmore, N. Dak., the manager re- 
ports having received 22 cars and out of that number only 10 could be used for 
grain shipment. This is not an isolated case, but is an example of the situation 
prevailing throughout this region. 

There does not appear to be any doubt that there is an insufficient supply of 
boxcars suitable for grain loading; that additional cars must be constructed 
to adequately meet the transportation shortage. While some railroads may 
add to their car supply, the problem will not be solved until each railroad makes 
its fair contribution to the national car supply. 

The attached exhibit 1, entitled “Equipment Statement,’ as reported by 
class I railroads, shows in column 1 that for the 12 months ended January 3 


period there were 21,198 retired. In the same column, railroad ownership of 
boxcars as of February 1, 1956, was 717,712, whereas a year previously the 
figure was 716,739. There was also 27,365 boxcars awaiting repairs, which 
means only 690,347 serviceable owned cars as against 686,101 as of August 1955 
practically no improvement. 

The average daily shortage in January 1956 of boxears suitable for grain 
loading was 1,505 cars, and this is a month that is considered below the average 
car loadings, whereas in October 1955, the daily average shortage was 11,615. 

In exhibit 2, total boxcars owned by our Northwest grain-carrying roads and 
some of the larger eastern roads, shows that the northwestern roads own less 
boxears as of January 1956 than they did in April 1954, and this also holds true 
of the two largest eastern roads. 

In exhibit 3, we show the relation of plain boxcars on line to ownership and 
it will be noted that 2 of the largest grain-carrying roads in the Northwest are 
considerably below par, whereas the 2 largest eastern lines show percentage 
of cars on their lines far in excess of par or car ownership. 

It is our opinion that the boxcar shortage will not be solved until the per 
diem rental between railroads is raised sufficiently to make car ownership desir- 
able and, in effect, penalize these railroads which do not contribute their fair 
share to the Nation’s car supply and will, in effect, accelerate the return of 
hoxcars to owning lines that are badly in need of them. 

We therefore recommend and urge the passage of S. 2770 as we believe it 
contains the changes necessary to enable the Commission to properly deal with 
the boxcar problem. 

Very truly yours, 
FARMERS UNION GRAIN TERMINAL ASSOCIATION, 
THOs. C. CROLL, Assistant General Manager. 





ToLepo BoarpD OF TRADE, 
Toledo 4, Ohio, March 29, 1956. 
Hon. WARREN MAGNUSON, 
Senator, State of Washinaton, 


Washington, D. C0. 


DraR SENATOR. I am directed to call your attention to one factor that con- 
tributed to car delays insofar as it applies to export grain at Atlantic ports. 

Last fall some members of our Board of Trade experienced delays as much 
as 2 months in the unloading of cars of export grain at Baltimore. Just how 
many cars were involved IT cannot state as we have no means of ascertaining the 
number, and this complaint is directed only to such cars upon which unloading 
weights at Baltimore were required i order to make final settlement with the 
country elevators. We have no record of the cars that were loaded at Toledo 
where settlement with the receiver was made on the basis of the Toledo weight: 
We, therefore, must assume that since cars upon which unloading weights were 
required that other cars were delayed awaiting unloading. 








AMENDING 





n * — — 
s of 
7 ¢ 
a a 





INTERSTATE COMMERCE ACT 


= os “- > nwn 
~“ < INS¢G SS + + ZF 
+ - = =~ sA A 








4 APARDROOSSSSYS 
“+ ml Dis 





048 























= aa” NA =—ASS 
~ “ Z 
j PAPE EAA 
qj 7 ; = < : 
% > na ‘ = > 7 
~ os = c - w= 
i > = « - 
& & vd a 
f ivy ~ 
< < « 

















| 


30 











AMENDING INTERSTATE 


136 


COMMERC 


») 


ExuHisit 2.—Total boxrcars 


| 


April July | 


A pril 





1954 1955 1955 
CT A orth West Ry. Co 21,586 | 20, 308 19. 963 
Ch t. Paul, M eapolis & Omal R 
or 2, 598 2, 414 2, 496 
Cl Milwaukee, St. Paul & Pacific RR 
( 29, 468 29, 313 
Great ) Ry. Co 21, 402 21, 813 
M pol & St. Louis Ry. Co 2, 646 2, 634 
Nort I fic Ry. Co 19, 852 19, 538 
M Y St. Paul & Sault Ste. Marie Ry 
Co 7, 998 8, 142 8, 241 
Baltime & Ohio RR. Co 27,600 | 27,462 | 27, 424 
Chesapea & Ohio R Co 19, 387 19, 564 19, 500 
Er RR 10,172 | 10,318 | 10, 270 
8} ( tral RR. Co 21,094 19,799 | 19, 303 
Le Vall RR. Co 5, 803 5, 768 5, 740 
vy Yor} ntral] RR. Co 66,865 60,093 | 59, 448 
RR. Co 66, 538 66, 040 66, 707 
\ RR. Co 12, 859 12, 687 12, 580 
Of 1} Iway I 1ipment | ter 


Exit 3.—Relation of plain boxcars on line 


‘ > 
NOR 


HWESTERN I GRAIN-CARRYING 





to 


E ACT 


October 
1955 


19, 790 


2, 489 


299.2 
21 





Ja 


nuary 
1956 


9, 809 


2, 428 


29, 138 
, 394 
2, 617 
S33 


ownership 


RAILROADS 


Plai 
oxcalr 
owner- Jul Aug. 1 Aug 
shiy 55 1955 Q5 
95 
( & Nort W ester! R Co 
( St Paul Mir } S & Percent Perce Percent 
oO 21, 566 104. ¢ 102.6 104. 2 
} Paci 
RR. ¢ 27, 436 9 3.1 IWR 
Gr ' °1.0 78.2 79 81.0 
Mint » a7 ( &O Of, ¢ 
Ni 1, 43( 78. 74 80.9 
Xf : Af , 
RR Co 7. G28 14 £ RO O 2 OR 
SOME OF THE LARGER EASTERN RAILROADS 
£ O >» RR. Ce 25, ( 102. 2 103. 2 07.6 
( © Ohl R Co 20. 10 A | RS 78 
Ey R ( 9. 62 07 “3. 4 a0 
1] ( RI ( 17, 8% ) VO 8 & 
L \ RR. Co 5, 368 it 6.2 s. 2 
N ork ( RR. Co 0, 724 O8. 2 107. 2 16 
| inia RR. ( Hf 543 09 109. 4 LOK. & 
RR. ¢ ) 707 4 9 2 
\ Ame Railroads, ¢ Servi Division, Washington, 
Re ( imn Class I Railroads, Form CS-8A 
N i longer tilable to us 


The cause or reason for this delay is due to provisions in tariffs published 


relivering carriers. 


For example, the B. & O. Railroad in their freight tar 


149-G, ICC No. 24303, provides that cars of export grain may be held at t! 


port of Baltimore for a period of 20 days without cl 


large. 


Thereafter, 


the 


grain may still be held in cars for an indefinite length of time subject to a charge 


of 0.098 cents per bushel. 
reports, the average loadir 


According to the Interstate Commerce Commissio! 
per car of various grains is as follows: 
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on Bushel Revenue 
t . 55 1, 838. 33 $1. St 
. a — 53 1, 892. 86 1. Sf 
50 2, O83. 33 2. 04 
‘“ 50 1, 785. 07 | 1.75 
ddadmin 7 39 2, 437. 5 2. 39 
beans , , 52 1, 733. 33 | 1.70 
| 
venue received by the carrier for storage while grain is stored in the car, basis 0.098 cents per bushel 


The per diem per day is $2.40, this is the amount paid by each railroad to the 
ie owning road for use of the cars. Thus you will see that on each and 
ery foreign line car, the unloading railroad is out of pocket from $0.01 to $0.70 
day which not only runs into a considerable sum because of the large ac 
uation of export grain at the port, but also deprives shippers of badly needed 
s. We have no quarrel with the provision allowing 20 days free time as it 
ecognized that exporters must have sufficient time to accumulate a full cargo 
heat, it is the utilization of the car for storage purposes after that date 
fhe above free storage and charge per bushel applies not only at Baltimore, 
also at Philadelphia and New York. I cannot state at this time what the 
ingements are at Boston and Norfolk. 
Yours most sincerely, 
C. J. KUCERA. 


CARNATION Co., 
Los Angeles, Calif... March 26, 1956 
W ARREN MAGNI SON, 
Chairman, Interstate and Foreign Commerce Commission, 


United States Senate, Washington, D. C. 


k SENATOR MAGNUSON: Carnation Co. wishes to go on record with youn 
itee as being in favor of passage of Senate bill 2770 now before your com 

This bill proposes to give authority to the Interstate Commerce Com 
on to assess demurrage charges against rail carriers for undue delay in 
oving of railroad freight cars. 

\t the outset let Ine point out that Carnation Co. is a member of the Nationa 
strial Trafic League which organization is on record as being opposed to 
passage of Senate bill 2770. However, membership in the league does not 
the individual members to the views expressed by the league, and this is an 
nee where we feel that our experience with the problems of freight car 

tage Causes us to have views opposite to the league’s position. 

rnation Company and its subsidiaries, with headquarters in Los Angeles, 
at the present time operate 36 plants for the manufacture and distribu 

of various Carnation and Aibers products. In addition to this, we have a 
ely spread distribution of products through warehouses throughout the 
ted States. For the past 2 years, or longer, we have been plagued with a 
riage of freight cars, particularly boxears and refrigerator cars, which are 

eded for the transportation of our products. There have been times when we 
‘been hanging on the brink, as it were, wondering and not knowing whethe1 
would receive sufficient cars to keep our operations moving. At some of ou 
ts, we have been unable to obtain cars for a period of a week or more. This 
caused us to move our products by more expensive means of transportation 
h has not been satisfactory. 

We think that the railroads could do much toward improving service to their 
tomers if they should cut down terminal delays and would 


move empty cars 
ast as they move loaded ones. Many car-days could be saved in this 
ter, but apparently the railroads have not been persuaded to realiy unde 
4 program of speeding up the movement of empty cars. Since they have 
een persuaded to do this, we think the Commission should have the power 
assess demurrage charges against the railroads for their failure to move 
ars, in the same manner as demurrage is assessed against a shipper who 
ly delays the loading and unloading of rail equipment. The railroads, at 
present time, have before the shippers a proposal to drastically increase 
demurrage rate, as well as amend the rules so as to collect much higher 


77964—56 10 
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penalties against shippers, which we feel are entirely unwarranted. We 
! Stil this attempted change of rules and increased charges, and have tol 
the carriers they should make some effort on their own to improve the ea 
Sulj s lation 

We have had an opportunity to trace the exact movement on some cars whi 
have moved from several of our plants. We found from our check that the 
movement of empties, in some cases, was far worse than we realized. In son 
cases cars Which loaded required 4 days from origin to destination require 
up to 2S davs for the return movement empty over the same route to origina 


point of origin. What possible excuse could there be for this kind of dela 
In one instance, we found where it required 12 days to move an empty car 
luatter of 124 miles 

llere are some specific examples taken from the records of the owners of thi 


Krom Bayonne, N. J. to Clarksburg, W. Va., the empty car required 28 days 

front Baltimore, Md., to Clarksburg, W. Wa., 14 days. 

from Baltimore, Md., to Clarksburg, W. Va., 29 days. 

From Youngstown, Ohio, to Coshocton, Ohio, 19 days. 

l m Cleveland, Ohio, to Coshocton, Ohio, 10 days. 

From Washington, D. C., to Abdingdon, Va., 28 days. 

From Waynesboro, Va., to Galax, Va., 14 days 

Needless to say, if the londed movement required this much time in trans 
the carriers would soon suffer a loss in revenue from dissatisfied customers 


We ure opposed to the assessment of penalty demurrage for the failu 
on the part of carriers to build and upgrade their car supply. We think, hoy 
ever, that the movement of empties which we have demonstrated above, is ar 
other problem that stems from the failure of the carriers to provide for efficie! 


handling of empty equipment In this case, if the Interstate Commerce Cor 
mission had the power to assess demurrage for these delays the same as if th 
ca ere in the hands of a shipper for this long, we feel that the movement 


of cars would be greatly expedited. 
We, therefore respectfully request the committee to give a favorable repo 
on Senate bill 2770 
Very truly yours, 
A. P. Davis, Jr., 
Assistant General Traffic Manager 


NATIONAL FARMERS UNION, 
Washington, D. C., April 2, 1956. 
WARREN G. MAGNUSON, 
Chairman, Senate Interstate and Forcign Commerce Committce, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR MAGNUSON: Herewith is Farmer Union statement in regard 
to the transportation situation as it affects farmers. You will note that I 
attaching a letter from Paul Opsahl, president of the South Dakota Farmers 
Union, and a statement of Don Chapman, president of the Montana Farmers 
Union, and a statement of Glenn Talbott, president of the North Dakota Farmers 
Union and chairman of our executive committee of the National Farmers Union 

We will appreciate it if you will incorporate these documents into the record 

Sincerely, 
ANGUS MCDONALD, 
Assistant Legislative Secretary. 





STATEMENT OF ANGUS MCDONALD, ASSISTANT LEGISLATIVE SECRETARY OF TH 


NATIONAL FARMERS UNION, TO THE SENATE COMMITTEE ON INTERSTATE AND 
FOREIGN COMMERCE REGARDING TRANSPORTATION SHORTAGES, APRIL 3, 1956 


Mr. Chairman and members of the committee, I call attention to a statement 
submitted by me to this committee on July 28, 1955, relative to the boxcar short- 
age which appears on pages 93-96, of the freight car shortage hearings held 
July 27-28, 1955. Members of the committee no doubt realize that the transpo! 
tion in regard to grain has been a perennial problem with the members of 
organization for many years. Year in and year out, we have called the attent 
of Congress and of agencies concerned to the fact that at harvesttime, and for an 
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ended seasonal period thereafter, farmers have had literally no place to store 
grain when harvests were bountiful. 
Ve have nothing new to add at this time, except two recent statements trans 
ted to the Washington office of the National Farmers Union by Paul W. 
ahl, president of the South Dakota Farmers Union, and Don Chapman, presi 
of the Montana Farmers Union. You will note that these statements indicate 
the situation is just as critical as ever and that last season was worse than 
ver was before. 
in the Farmers Union, feel that the time for just merely talking about 
ir shortage is past. We think action is imperative. We urge this committee 
ecommend to the Congress a program which will alleviate the transportation 
tion We call attention to our testimony, previously referred to in this 
ent, in which we recommended a certain line of action. It may well be 
this proposal is not the correct line of action but we know that something 
t be done and done soon in regard to the transportation of grain in the North- 


Our farmers are bearing well-nigh insupportable burdens of low prices and 


cost. Now it appears that the Interstate Commerce Commission having 
d its face away from the farm depression has awarded the truckers a 6 
ent rate increase. We call attention to a statement of Glenn J. Talbott, 
rman of National Farmers Union, executive Committee, attached herewith, 
esting this rate increase. 


rEMENT OF D, W. CHAPMAN, PRESIDENT OF THE MONTANA FARMERS UNION 


Chairman and members of the committee, the following statement is made 
W. Chapman, president of the Montana Farmers Union, an organization of 
15.000 family farm operators in Montana. 
extremely serious shipping situation exists in Montana and this bad con- 
is growing Worse, year by year. I am testifying about a shortage of box 
or railroad cars, built for the purpose of transporting small grains from 
ng points in rural areas to the terminal markets. This shortage of grain 
rs is getting more serious year by year, for several reasons which I should 
call to the attention of this Committee. 
urs used for the shipment of small grains must be kept in good repair or 
become completely unfit for grain shipments, because of losses in transit. 
that are entirely all right for shipments of automobiles, furniture, ma- 
ry and other articies of merchandise, may be completely unfit for grain ship- 
because of disrepair. 
rts from our cooperative grain elevators are to the effect that out of 10 
aced at their disposal for grain shipments, 4 to 6 of the 10 are often 
v unfit for loading. At one of our cooperative elevators located at Carter, 
t., a total of 12 cars were received for loading. Out of the 12, only 1 car wus 
oading. This condition can be, and should be corrected. 
stics also show that grain cars are being retired from use faster than 
re being replaced by new cars. Keeping cars in good repair and replacing 
ut cars are a must, if our entire grain transportation system is not going 
eak down completely in the near future. 
here are between 65 and 75 million bushels of wheat and barley to 
oved out of Montana. We are told by the railroads that the outlook for 
rs is very dark. 
» State committee has called in the 1954 reseal barley, which totals 1,800,000 
s and they have called for early delivery of 1955 farm loan barley and 
) farm stored purchase agreement barley, which at the last check amounted 
bout 21 million bushels. In addition to that, there are at least 2,500,000 
els of warehouse stored barley which must be moved before another crop 
totals 25,300,000 bushels of barley to be moved out of Montana. 
ve million bushels of storage space for central Montana barley has been made 
ble on the Pacific coast and farmers are now delivering their barley to 
evators for shipment into that storage space. Boxcars are necessary to 
that barley which is being delivered to the elevators for the storage space 
coast 
here are no surplus cars in the territory and the local railroads report that 
be fortunate to get promptly, 10 percent of the cars necessary to move 
lin into the storage available on the west coast 











140 AMENDING INTERSTATE COMMERCE ACT 


It would take 34,500 cars to move the Government wheat and barley out 
the State. In addition, we would have to move the cash grain that is market: 
by farmers 

During the period from July 1 through December 1955, less than 20,000 ea 
of grain moved out of Montana warehouses. We think that all of the Gi 
ernment bin sites will be filled and that many farmers will have old grain 
their bins when the new crop comes, because there will not be enough ¢: 

» move this grain. Most elevators are practically full of grain right now. 
We think that if the per diem charge for boxcars was increased, it wou 
cause the eastern and southern lines to be more prompt in their return of cars 
to the western lines. The western lines claim that they seldom have fi 
ownership on their lines, for the reason that their cars are being held ar 

used by the unloading lines 

It is also said that AAR orders to the eastern lines for delivery of Cars 
the western lines are only partially complied with, and it should be helpful 
these orders had teeth in them. Also, it would be very helpful if the cars 
delivered by the eastern lines to the western lines were all fit for gra 
loading. 

The information contained in this statement, in my opinion, is an und 
statement, rather than an overstatement, and while we, in Montana, wer 
fortunate in having considerable Government storage constructed in Monta 
last year, which gives us some relief in the matter of emergency storage spac¢ 
we are eventually headed for a disastrous situation, unless we can at le; 
maintain an even keel on boxears for future grain shipments. It hecomes 

re apparent as time goes by, that the only relief from the condition pointed 

this statement must come through action of your committee. 


Nn thi 


STATEMENT OF PAUL W. OPSAHL, PRESIDENT OF THE SoutH DAKOTA FARMERS 
UNION 


Mr. Chairman and members of the committee, I have contacted many maz 
ers of elevators in South Dakota and they relate the same story tha 1 
hoxear shortage was very acute this past yvear—particularly during the harves 

nm. They pointed out that elevators located on the Chicago, Milwaukes 
and St. Paul and northwestern railroads appear to have the least cars. 

They are anticipating relief from this boxcar shortage which has beer 
tremendous handicap to them for several years. 


STATEMENT OF FARMERS EDUCATIONAL AND COOPERATIVE UNION OF AMERICA 
WASHINGTON, D. C., BEFORE THE INTERSTATE COMMERCE COMMISSION 


Endorsement of protest of Secretary of Agriculture filed with Interstate C 
merce Commission, February 10, 1956, relating to the suspension of the tarif 
provisions proposing an increase of 7 percent in motor carrier rates. 


ENDORSEMENT 


We endorse the protest of the Secretary of Agriculture for suspension 
the proposed increase, since it would work insupportable hardship on farmers 
and would be in violation of section 216 (d) of the act which establishes 
the rule that all charges and services by any common motor carrier in inté 
state commerce “shall be just and reasonable, and every unjust and unreaso! 
able charge for such service or any part thereof, is prohbited and declared 
be unlawful.” 

Presidential and congressional notice has been taken of the drastic declin« 
farm prices and farm income during the last 10 years. Because there has 
been a proportionate decline in farm costs and because on the contrary fa 
costs, particularly costs of materials and manufactured items have increas 
the effects of depressed farm income have reached catastrophic proportions 

Gross farm income has declined from $37.1 billion in 1951 to $32.1 in 1955 
During the same period, net income has declined from $13.8 billion to $1! 
billion, a drop of nearly one-third. During the past year, farm income [lias 
declined 15.2 percent. The parity ratio showing the relationship between p1 
paid by farmers and prices reecived, indicates that in addition to actual de 
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ie of number of dollars received, the purchasing power of the farmer’s 
ar bas declined from an index of 107 in 1951 to SU in December 1955. 
ther economic segments of the economy have not experienced such price 
eezes and falling income. According to the February 1956 Economic Indi- 
ir, prepared by the Joint Committee on the Kconomic Report for the Council 
iconomie Advisers, the total national income has skyrocketed from $72.8 
on in 1939 to $240 billion in 1950, to $822.5 billion in 1955. 
\ecording to the same document, the behavior of trends in corporate profits 
milar. Corporate profits, after taxes, have increased from $5 billion in 19389 
$21.6 billion in 1955. There was an increase of more than $4 billion in cor- 
ite profits as compared to 1954. Intercity motor carriers have shared in the 


al prosperity. uring the first 9 months of 1955 net income of these 
ers had increased to $57.678.944 from $37,040,734 during the first 9 months 
54, an increase of more than 50 percent. Average wage per employee in 


> 


ng and warehouisng increased from $2,347 in 1954 to $8,811 in 1950, to 

S4 in 1954. 
We recognize that a carrier transporting farm commodities in Interstate 
merce is exempt from rate regulation. We emphasize the vast and increas- 
large movement of agricultural commoddities, such as canned fruits, vege- 
es, and meat products, as defined by your Commission, are not treated as 
tural commodities and therefore are not subject to the exemption. We 

ill attention to the vast movement of farm supplies which are subject 

regulation. 

lv, we call attention to the fact that farmers will bear the brunt of 
nd all inereases in transportation charges, both on materials and manu- 
red products which they buy and commodities which they sell. A 5-cent 

e in the transportation charge of a bushel of wheat will result in an 
cal decline in the price of wheat which the farmer receives. 

irly, farmers are burdened with all transportation costs of farm sup- 

The manufacturers, or distributors simply add the transportation cost 
foe price. 
respectfully urge the Commission to suspend and defer the aforementioned 

pending a thorough investigation. We respectfully urge that the motor 
rs be required to assume the full burden of proof necessary to justify 

ff as reasonable and lawful under Sec. 216 (g) of the Interstate Com- 

Act. 
spectfully submitted. 

GLENN J. TALBOTT, 
Chairman, Executive Committee. 


NeW YORK, SUSQUEHANNA & WESTERN RAILROAD CoO., 
New York, N. Y., Lpril fs 1956, 


earing on S. 2770 


SENATE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 

nited States Capitol, Washington, D. C. 

\R Sirs: This letter and the two attachments enclosed herewith are sub- 
ted for your consideration in connection with the hearings of your committee 
S. 2770 held on March 29 and 30, 1956. 

e bill would authorize the Interstate Commerce Commission to superim- 

ipon the per diem rate a penalty element or additional charge unrelated to, 

n addition to, the costs of owning and maintaining freight cars used in inter- 
nge service. 

‘stated purpose of the bill is to promote efficient use of cars, and an addi- 
il purpose or argument often given for the bill is that it would create an 
itive for the acquisition of additional freight cars in order thereby to 

ase the national car supply. 
wish respectfully to record my opposition to the bill. For many years past 
ve closely studied the matter of per diem rates and their relation to car 

lv. It is my firm conviction that the proposed bill would not accomplish the 
poses for which it is intended and would, on the contrary, have an adverse 
t upon the maintenance of a sound national transportation system. The 

ms for this belief are set forth below. 

The increase of the per diem rate by addition thereto of an arbitrary penalty 

ut would seriously undermine the financial stability of many terminal and 
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hort line carriers rhese carriers would be unable to escape the effect of tl 
sed per diem burden by the purchase of additional cars, however mur 

they m ght wish to do so, because of the operation of the car service rules. 
Car service rule 1 requires a carrier that has empty foreign cars on its li 


oad such cars for offline shipment in the direction of the car-owning |i 
mding any of its own cars for such shipment. 





} rule promotes efficient use of freight cars by eliminating unecono 
expensive back hauls or cross hauling of empty cars, and is vital to 
( ise of car supply 
Under its operation, however, if a carrier terminates more trathe than 
vinates and thus has a constant supply of foreign cars made empty on 
line must necessarily use foreign cars for offline shipments originating on i 
i l ke 
Even though such a carrier might purchase a thousand mew cars, 
iid only lie idle on its tracks and it could mot use them nor place tl ! 
erchange service under the rule cited It would not be able to earn per dit 
enue by the use of such cars to offset the per diem payments which it mus 


e for the use of foreign cars delivered to it in interchange. 

oO matter what the per diem rate or any additional charges superimposed 
rate might me, it could not serve as an incentive to these carriers to pur 

ice they would be unable to use the cars purchased t 

reduce the net balance of per diem payments which they must make. 

Che per diem rate has been raised six times since 1942, from $1 to $2.40, 140 


additional cars si 


percent as against a 78.9 percent increase in freight rates 
These increases in the per diem rate have already placed a severe financi 
burden upon the terminal roads which are on balance net per diem debit (pa 
g) roads 
his is described at greater length in point 115 (pp. 54-58) of the enclos 


t 
ef of complainants in docket No. 31824, a case which involves the mechanis 
for arriving at per diem rates. 

Phe present per diem rate s already threatened the solvency of some of the 


rminal and short line roads; any further increase in the per diem burden by 


he a tion of any arbitrary and for such roads, an inescapable charge, wou 
further jeopardize the continued operation of such roads and = threaten 
solvency of others 

2. The proposed bill would not accomplish the purpose for which it is intended 


s the purpose is to promote the more efficient use of freight cars, suffi 


Vy that the Commission already has jurisdiction over that in its jurisdict 
service rules. Moreover, the bill does not make any penalty or charg: 
vl Imposed under its authority payable to the United States as 
penalty or charge for avoidable malfeasance or fault should be, but 
the car owner to whom it is a windfall payment and not one for services 
] ec 
Vo the extent that the bill is directed at securing an increase in the nati 


car supply, it would be ineffective for several reasons: 

(a) In the first place, freight cars are purchased by carriers to meet the p 
f the volume and type of their traffic demands, not for the purp 
ng or avoiding per diem. This is recognized and admitted by all carriers 
even those who are the stanchest proponents of a high per diem rate and wl 
Stand to gain most therefrom, except only when the latter wish to use the fal- 
acious Car supply argument to fortify attempts to profit from a high per die 


neeads ¢ 


Secondly, an increased per diem rate or an additional charge thereon 
hot encourage the acquisition of cars by terminal carriers for the reasons 


Thirdly, a recent study has shown that those carriers who would ben 


most from an increase in the per diem rate are the coal-earrying roads, which 
contribute least to the national supply of boxcars. It is, of course, well know 
that the occasional shortages in freight car supply are shortages of boxcars us 
distinguished from open-top gondola or hopper cars. 


Those ronds which are the largest net earners of per diem (i. e., who recei 
more per diem payments from the use of their cars on foreign lines than they pas 
in per diem for the use of foreign Cars on their own lines) are carriers that have 
substantially all or the predominant part at least of their cars, cars of the ope 
top gondola or hopper type 

For example, over 50 percent of the benefit of any increase in the per diem 
rate would go to 4 carriers; these 4 carriers (predominantly coal carriers) 
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| ave from 73 percent to 82 percent of their total freight-carrying cars, hopper 
dola cars, and insofar as boxcars are concerned, they own only 7 percent 
e boxcars in the country. 

What is thus evident is that there is no relation between the amount carriers 

receive for the use of cars on foreign lines (whether by straight per diem 

van additional charge thereon) and the cccurrence of Gar shortages : and it is 

evident that any addition to the per diem rate for the use of foreign cars 

only result in transferring funds from those carriers who are contributors 

| e supply of boxcars to carriers who are substantially Owners of the type of 

n Which shortages do not occur. This is discussed at further length and 

more detailed reference to the statistical analyses in point IV (pp. 71-76) of 

| enclosed brief of complainants in docket No, 81824, and in point IIT (pp 
) of the enclosed petition of defendants in docket No. 31358 

Control of the per diem rate is lodged in a small group of carriers who stand 

\ gain from a higher per diem rate, and they have exercised their power so as 

i tablish rates which the figures on which they are based show to be substan 

| in excess of actual ownership costs. This is discussed at some length in 

es 6-54 and pages 58-71 of the brief of complainants in docket No. 31824, 


e(] in pages 20-41 of the petition of defendants in docket No. 31358. To take but 
i example, the base used for the calculation of depreciation and interest return 
{ present rate is the replacement cost of the entire national car fleet, not- 


tanding the fact that around 50 percent of the fleet is over 20 years old. 
esult is that the present rate returns to car owners payments based upon 
vestment which has never yet been made by the car owners and a substan- 
rofit on that nonexistent investment. 
using carrier thus supplies the money to be used to acquire a car then 
for it a second time after it is acquired, if it is acquired. The percentage 
t realized by car owners from per diem revenue on the actual investment 
rs is several times as great as that realized by carriers from freight rev- 
on the actual investment in the transportation system. In the light of this 
ting power and practice, it is certainly futile to add to the per diem rate a 
er charge to be paid to the car owner under the illusion that it would create 
centive for the acquisition of additional cars, especially when the pursuit of 
lusion would cripple a substantial segment of the transportation industry. 
‘the foregoing reasons it is respectfully submitted that Bill S. 2770 should 
favorably reported. 
Yours very truly, 


HENRY K. Norton 


1 =3 


rhe briefs referred to in this letter are held in the files of the eom 
ttee. ) 
S SPRINGFIELD, OR} VMareh 28, 1956 
. tor WARREN MAGNUSON, 
hairman, Interstate Commerce Committce, 
United States Senate, Washington, D. C.: 
he read into hearing record of March 29, re order 910. Urge you to void 
910 as this definitely discriminates against the small mill logger and re- 
vard. The mechanics of these three operators is so dependent upon the 
t sale of lumber, that to enforce order 910 would create intense hardships 
heir level. The small logger today operates on a hand-to-mouth basis; he 
to the small mill and immediately needs cash to meet the falling, bucking, 
ug, and hauling costs of the timber harvesting. This small logger is defi 
vy a shoe string operator, and in order to keep operating on a day-to-day 
: , he must, and usually does, collect for his logs once and twice a week 
rhe next in line on this lumber sequence is the small millowner who must 
adequate cash on hand to pay for these logs as they come in spurts. Too, 


b the shortages in the log market so evident the past few years, this mill 
or is finding it a hardship to maintain steady employment for his employ- 


s ment for mill crew. It means that in many instances the small mill operator is 
erating 2 to 8 days a week and between time using his crew for carloading as 

cumulates enough lumber and perhaps uses some of his men in log hauling 

rding or loading. Being a small millowner and operator I find it necessary 

¢ 1 vert my men into other jobs 2 and sometimes 3 days of the week. Under 
type of operation it is impossible for me to stockpile lumber and seek a 
order before loading and shipping. I have to load immediately, as soon as 
umulate enough to fill a car. After the boxcar is loaded I sell immediately 
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on a firm basis to the transit lumber wholesaler, who immediately issues a check 
in the amount of 80 to 90 percent of the total billing of the car of lumber. This 
money gives me operating capital so that I can pay the help at my mill, pay 
the loggers who supply us with the logs and in general keep the wheels of th: 
small logger and millowner turning out a finished product. 

Regards the small retail lumber operator, he cannot buy on a “long-haul 
basis because it is hard for him to anticipate his retail market in advance. Th: 
transit market provides lumber within easy distances of diversion points, an 
quick delivery, when he has enough business to dispose of a carload of lumbe1 
To enforce this order 910 would definitely place many small retail yards in jeop 
ardy, as their operating capital will not permit them to stockpile enough lumbe 
to Ineet their peak business periods. They would be at a terriffic disadvantage t 
the financially secure, big operator and his heavily stocked yards. I urge you 
in the name of all allied small lumber participants to void, cancel, or eliminat« 
this order 910. 

Very truly yours, 
WALTER A. SWANSON, 


SOUTHERN PACIFIC Co., 
San Francisco, May 2, 1956 


Jon. WARREN G. MAGNUSON, 
Chairman, Senaie Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D.C. 


[EAR SENATOR MAGNUSON: We understood originally that hearings of your 
al subcommittee were to be confined to S. 2770, generally known as the 
ialty per diem bill and it was contemplated that opposition of the Southern 
transportation system, in common with other railroads, would be ex 
pressed by representatives of the Association of American Railroads and of the 
American Short Line Railroad Association. 

However, the scope of the hearings has been broadened to cover the range of 
the car supply problems and several witnesses at the March 29 hearing made 
statements hav ing particular reference to the Southern Pacific. Because of these 
developments and of the importance of this subject to us, it seems appropriate 
to present an individual response for the Southern Pacific. As its chief operating 
officer, I had hoped to be present at the May 7 hearing, but this is not possible 
and I respectfully request that this statement be made part of the record. 

The problem of maintaining car supply in sound relation to real transportatio1 
requirements of this Country involves a number of factors that must be weighed 
in the interest of national policy. It cannot be considered solely from the stand 
point of reported shortages, which command a great deal of publicity, for m 
economic surpluses, representing idle investment, are also of serious concern to 
owners and shippers who must bear this financial burden. In other words, there 
are serious questions concerning what constitutes adequate supply and what 
the economy will support 

Without in any way minmizing the gravity of recent or prospective car short 
ages, unfounded statements at the prior hearing as to constant shortages prompt 
a review of the situation of the Southern Pacific Co. in this respect. There were 
no serious shortages during the 1924-40 period, which was characterized by 
mountainous surpluses, averaging over 5,000 cars per day as late as 1939 and 
1940, and it had difficultly disposing of cars terminating on its line in Worl 
War II, when normal traffic flows were radically disturbed. This situatio 
changed after the war, and there were recurrent annual shortages nationally i 
peak loading seasons until a decline in industrial production in 1949 brought abou 
a substantial surplus position, The situation during the past 5 years is presented 
graphically in appendix A attached to this statement. Aside from national short 
ages created by demands incident to the Korean conflict and by unprecedented 
economic activity in 1955, the period has been characterized by large surpluses of 
equipment. 

I should add that our experience confirms the view expressed by Mr. Arthur 
Gass, chairman of the car service division of the Associatiion of American Rai! 
roads, to your subcommittee on March 29 that reported car shortages actually 
represent an overstatement of requirements. One reason for this is that many 
car orders of shippers are inflated when there is a shortage. For example, our 
Portland division received a total of 12,048 boxcar order cancellations in Nove! 
ber 1955 when supply became easier and we were able to tender a full supply 
cars. 
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Nothwithstanding the foregoing considerations, there is general recognition 
the need for additional freight cars, as is evidenced by the fact that the class 
ailroads had more than 181,000 new cars on order as of March 1 of this year, 
presenting an investment of $114 billion. 

Chis certainly has been and is true of the Southern Pacific, which has an 

itstanding record of car acquisition. After World War II, we inaugurated 

broad program to replace equipment worn out during the war years, when it 

is exceedingly difficult to obtain material for new construction, and to meet 
growing needs of the West. Since then, 56,854 revenue freight cars, in- 

idling 34,850 boxecars, have been acquired or ordered by the Southern Pacific 

ansportation system (which includes the Southern Pacific Co. and the Texas 
vew Orleans Railroad Co.) at an estimated cost of $356 million. These figures 
not include an investment of $112 million in 12,500 refrigerator cars ordered by 
ifie Fruit Express which is owned jointly with the Union Pacific. 

\s of March 31, 1956, a little over 13,000 of these cars had not been delivered, 

on that date the system’s ownership of all revenue cars was 75,985 units. 

Ss represents an increase in unit ownership of 37.5 percent and of 46.1 per- 

in carrying capacity over December 31, 1945, when the program was 
ched. In the same period, the unit ownership and carrying capacity of the 
s I railroads of the United States declined slightly, as is shown by appendix 
f this statement. When pending orders have been completed, it is estimated 

t the system’s total ownership will be over 84,000 cars. 

There was some discussion at the March 29 hearing of car retirements and a 

estion Was raised as to whether such cars might not be maintained in service. 

policy, based on considerations of economy and efficiency, is to retire super- 
nuated cars which would have to be virtually rebuilt for service. We believe 
the interests of the shipping public are best met by marshalling the not 
mited funds available to us to new and more useful equipment. Moreover, 
of steel, which is in short supply, to rebuild obsolete equipment would limit 
construction of new cars and thus aggravate—rather than ameliorate 
itened shortages. 
In this connection, I want to support the plea made by Hon. Owen Clarke of 
Interstate Commerce Commission in his March 22 speech to the Allegheny 
Regional Advisory Board for “more generosity” on the part of the steel in- 
try “in the allotment of materials for carbuilding.” Since all freight cars 
re pooled in time of national shortage, the Southern Pacific and the shippers it 
es have a direct interest in the ability of other railroads, as well as its own, 
proceed with current car acquisition programs as expeditiously as possible. 
action represents an immediate and practical approach to the problem 
der consideration. 
. of course, is highly desirable that equipment which has an economic service 
be available for use in meeting car requirements. The Southern Pacific 
had a consistently favorable record with respect to this over the past 10 
Table C of this statement shows that it has had a substantially lesser 
centage of unserviceable freight cars on line in each of these years than the 
erage for all class I railroads. In 1955, for example, the percentage of un- 
iceable cars on the system was only 1.7 compared with a class I railroad 

erage of 5.2. 

\cquisition and maintenance of cars, however, represent only a part of what 
is necessary to provide adequate service on an economic and efficient basis. 
The Southern Pacific, as is true of railroads generally, has also recognized the 

rtance of capital expenditures for diesel locomotives, new yards, centralized 
fie control, improved communication systems, and the most modern car and 

motive servicing facilities. The essential connection between the extensive 
ovements it has made and utilization of cars is reflected in recognized 
ency measures. The increase in car-miles per serviceable car-day provides 
significant illustration. The average for the Southern Pacific increased from 
miles in 1946 to 69.3 in 1955, which may be compared with the national 

age for the class I railroads of 44.2 in 1946 and 46.9 miles in 1955. 

\While these comparisons show Southern Pacific accomplishment, they are not 
ded as a critical reflection on the railroad industry. Commissioner Clarke 
his finger on the crux of the situation at the March 29 hearing when he 
ed: 

* in the decade since World War IT the railroads have been expected 
supply adequate cars, improve their roadways, and make new cost reducing 
service-improving investments on the very lean and substandard average 


+} 
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reent on their depreciated capital investment. Tod: 
has been one of the inevitable results of that low-ret 


lation Which you are investigating brings into sharp for 

utionship between the adequacy of railroad earnings ; 

ecall that the economy underweit a business recession st: 

lod, and, despite the moderate character of this adjustme: 

ipact on the railroads was severe. In the 12-month period enc: 

Ol, 154, which in effect was the vear following the end of hostilities 

i, railroad operating revenues dropped 10.5 percent and net income 

off nearly 50° percent Faced with a mounting surplus of idle freight cars a 
a sharp decrease in their already narrow margin of earnings, many railro; 
were forced to bring postwar car acquisition programs to a standstill and nor: 
retirements resulted in a decline in freight-car ownership which contribu 


materially to shortages experienced in 1955 and in prospect for 1956. 
The Southern Pacific has not been immune to the adversity of inadequ 
In the decade since World War II, a period of great prosperity x 
throughout the country, our system has only been able to produce 
of 3.5 percent on net investment, which is actually less 
7 percent for the class I railroads as a whole. Detail by ye 


uge return 
return of 3 

hown on appendix I) of this statement 

In the light of these inadequate earnings, the program we have carried 
offers a conclusive demonstration of continuing effort and desire to provide 
public with the very best service within our capabilities. Approximately S53! 
million has been invested in equipment and 8125 million in improvements of ro 
in the relatively short span of 10 years. The total of over $675 million is 
in excess of net railway operating income of 8530 million in the same period 
has been necessary to secure additional financing and $245 million Consists 
equipment trust obligations which at the end of 1955 were 4 times as gre 
as they were in 1954. Our capital program for 1956 will reach an all-time hig! 

In the final analysis, however, I cannot emphasize too strongly the significance 
of Commissioner Clarke’s observation on the vital relation between adequat 
earnings and the ability of the railroads to meet the “expanding economy) 
an expanding America’ over the years. It is in this context that shippers, 1 
public at large, and representatives of government should appraise the co 
quences of subsidies to other forms of transportation and obsolete regulat 
shackles which depress railroad earnings. These are subjects of particu 
concern to the Senate Interstate and Foreign Commerce Conimittee 

Aside from this essential long-range consideration, maximum utilizatio1 
existing equipment offers a means of minimizing or, possibly, avoiding car sho1 
ages. It has been estimated that 100,000 freight cars would be added to tf 
supply available to shippers and receivers if one day could be saved in averag 
turnaround time. This is illustrated by the fact that during 1955 total cars of 
all types available to shippers in this country were approximatély 1,975,000 
they accounted for a total loading of approximately $0 million carloads 
freight. This means that of the total fleet each car was loaded only 20 
a year on the average, or slightly less than 2 times each month. The i 
is already issuing 


state Commerce Commission is cognizant of this and 
service orders designed to promote car utilization. 

This is a matter of mutual concern to shippers and carriers alike, not 
from the standpoint of car shortages but also, because the public interest dem: 
that ownership requirements be determined on the basis of efficient and econon 
use of available facilities. 

I have already referred to what the Southern Pacific is Going in this res] 
and we invite the cooperation of shippers. Such cooperation can be most 
ductive for many wasted car-days can be saved if shippers will limit their orders 
to actual needs, load and unload cars as promptly as possible, observe car-se! 
rules, cooperate fully in the clean car campaign being carried on under the aus 
pices of the National Association of Shippers’ Advisory Boards, load cars to fl 
earrying capacity or cubical limit wherever practical, and avoid using cars for 
nontransportation purposes. 

In our opinion, the foregoing considerations offer a realistic and sound 
proach to the very important problem of car supply, which is being stud 
by your special subcommittee. We are convinced that S. 2770, or any variant 
of penalty per diem such as was condemned in Palmer v. United States (75 Fed 
Supp. 63), will be harmful rather than helpful. Since supporting reasons f 
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conclusion have been presented by Messrs. Gass and Preston of the Asso 
on of American Railroads, Hood of the American Short Line Railroad Asse 
ion, Ott of the National Industrial Traffic League, and Symes of the Pennsyl 
ia Railroad, I shall not burden you or the record with repetition 
Before concluding, I would like to comment briefly on distribution of cars in 
e of national shortage. While not germane to this investigation, the subject 
raised at the March 29 hearing by references to allegations of discrimination 
the part of certain Oregon lumber shippers 
a country as large and an economy as Complex as ours, there are inherent 
ulties in rationing cars so as to effect an even distribution responsive to real 
lirements, Moreover, it is perhaps not unnatural for shippers in various 
if the country to be unduly critical in such a period and to try to improve 
allotments by pressure techniques, including charges of preference. 
there is no doubt in my mind, however, that the Interstate Commerce Con 
on and the car service division of the Association of American Railroads, 
h have broad powers with respect to car distribution, make an intensive 
incere effort to bring about an equitable distribution as between the several 
ns and railroads, and we fellow the same policy in the discharge of our 
msibilities on the Southern Pacific. 
‘allegations referred to are not new and have been the subject of impartial 
tigation. Dealing with similar statements last vear, the Chairman of the 
tate Commerce Commission wrote Senator Wayne Morse as follows on 
ember 1D, 1955: 
With reference to the alleged discrimination against the State of Oregon by 
Southern Pacific in the distribution of freight cars in that it has been favor 
California shippers to the disadvantage of Oregon shippers, during periods 
r shortage on the Southern Pacific, the Commission has its service agent at 
Francisco keep in daily contact with the Southern Vacific Co. to see that 
nitable distribution is made of the available supply of freight equipment 
een the various operating divisions; and a statement is furnished the Com- 
on’s service agent showing the number of empty cars on hand by days, the 
er ordered by shippers, and the number of cars furnished shippers, sepa 
between operating divisions. In case the Southern Pacific does not furnish 
n the same percentage to all divisions, the matter is handled immediately 
that cars are moved from one division to another in order to equalize the 
It is very difficult to prevent shippers from inflating their car orders dur 
eriods of shortage. However, we are of the opinion that a reasonable 
bution is being made of the available freight equipment on the Southern 
at the present time.” 
e Southern Pacific has a vital interest in the welfare of the Oregon lumber 
try. A substantial part of its large investment since World War II has been 
ed to the growth of this industry and is dependent on its continued activity 
future, At the same time, our service unquestionably has been an important 
rin the very prosperous operations of the lumber industry over the past 10 
The record of increased shipments handled each year since World War I, 
vn on appendix E, leaves no doubt that the Southern Pacific has met the re- 
lents of the industry generally, except for limited periods of national ear 
ige, 
preciate the courtesy of being given the opportunity to present this state 
in behalf of Southern Pacific Transportation System. 
Respectfully yours, 


J. W. Corsert 


e appendixes ref rred to above, are as follows:) 
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APPENDIX D.—HRate of return on net investment 


Soutt ( | 
Q therr Pacifi 
Pacific Co portat United 
te S 
Percent Percent Pe 
2 49 OF 9 4 
2. 80 3. 29 3. 41 
3. 28 62 4. 24 
2. 48 2. 82 2. 86 
4.03 4.04 4.23 
3. 63 bt , 69 
4.44 4.54 4. 1 
3. 48 3. 66 4.19 
3.05 RO } IR 
3. 56 3. 3S 4. 21 
3. 32 50 4. 70 
Southern Pacific data from accounting department statements, class I railroads, from Review 


Operations, AAR-BRI} 


E.—Carloads of lumber, shingles, lath, and plywood originated by 
Southern Pacific Co. 


ut! Or } 
Pa ic 4 in Ore n 
$3, 992 119, 783 
160, 180 130, 879 
177, 864 146, 120 
173, 511 145, 944 
191, 289 156, 321 
198, 206 164, O82 
214, 482 178, 754 
221, 785 187, 141 
237, 122 200, 925 
244, 336 201, 794 
Items 411 and 415, ICC Form QCS and annual report to Public Utilities Commissioner of 


Senator Scnorrret. I understand that Senator James Murray from 
Montana would like to be heard, and I understand he will submit a 
itement because he has been detained this morning on other com- 
(tee and Senate matters. 
ls Mr. Orvin Fjare, a Representative from Montana, present ? 
No response. ) 
Permission will be given to him to file a statement or appear later, 
e desires. 
ur next witness is Mr. Lester N. Selig, president, American Rail- 
y Car Institute, of New York. 
Will you come forward, sir? 
We will be glad to hear from you. I note that you have a prepared 
tfement. 


STATEMENT OF LESTER N. SELIG, PRESIDENT, AMERICAN 
RAILWAY CAR INSTITUTE 


\Ir. Senie. Yes, sir. 
Senator ScHOEPPEL. You may proceed in your own way. 
Mr. Senie. Mr. Chairman and members of the committee, my name 


Lester Selig. I am appearing here as president of the American 
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Railway Car Institute. a rae ee association. Tam also chairmar 
of the od of the General American Transportation Corp. 

I appreciate the honor of ahaa ae to present the views of tl 
American Railway Car Institute before this subcomunittee. 

th all of the important problems before the Congress, I knoy 
of few that have more fundamental importance than that of an ad 
quate railway freight car fleet. 

Three wars within the past 40 vears have proved that we cannot 
meet such emergencies without railroad freight as the main artery « 
defense 

And our problems in peacetime vears since ~ end of World War I] 
have proved equally dramatically that we cannot have a dynami 
expanding economy without full freedom of movement over the rails 
Both industry and agriculture depend upon railroad freight to kee} 
their products moving. 

The American Railway Car Institute is composed of seven builders 

both freight and passenger cars. Its members are known as thé 
independent car builders as contrasted with the captive shops owned 
by the railroads. 

The institute was founded in 1926 to collect and disseminate statis- 
tical and other factual information with respect to the car-building 
industry and carries on the normal processes of a trade association | 
serving its members. 


In addition to its statistical work, which is published in its yearbook, 


the institute in recent years has sought to convince those railroads 


which build cars in their own shops that it would be to their adv: — 


and profit to keep the independent car-building industry healthy by 
having all cars built outside on competitive bidding. 


Members of the institute are: American Car & Foundry Division. 


ACF Industries, Inc.;: General American Transportation Corp.: 
Greenville Steel Car Co.; Magor Car Corp.; Pullman Standard Cai 
Manufacturing Co.: St. Louis Car Co.; Youngstown Steel Car Corp. 
(freight car parts only) 

Our industry can be he althy only if the railroads are healthy: 
they have the money to buy cars we can build them in the quantities 
orde red. 

Since the end of World War IT our members, as individual corp 
rations, have invested millions of dollars in research and development 
of better freight cars and in plant equipment, to produce the moder 
cars now being ordered by the railroads. 

The freight cars being built today resemble only in outward appeat 
ances the cars of 25 years ago. Even since the end of World War II 
important advances have been made. The cars are larger, and thus th 
same cargoes can be moved with fewer cars. Cars are stronger. Great 
strides have been made in reducing damage to merchandise in shij 
ment, which has bee n a COs tly item to railroads in the past because « 
old type cars, Special-purpose cars for handling various types 
Pp rodue ts ‘abe bee nN de ve lope od. 

These advances have been made possible by continued research ai 
the testing of cars. For instance, experimental cars are now s! 
jected to severe impact tests far exceeding normal service conditio! 
In a way impact shocks, one of the more frequent causes of damag' 
to freight, have been curbed. New types of gears, couplers, cushio! 
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erframes have been developed through the research and coopera- 
of the manutacturers of these items. In addition, various types 
ile ling equi pment, stee floors, threshold ~ lates, and other advances 
been made ie ce stant research and testing. 
Senator SCHOEPPEL, a I ask, has that materially increased the 


over the old-t Ca above the normal ine ‘rea ed labor and s eel 
by reason of Ww: a Increases and other mereased costs / 
\I Senic. | wouldn't think so, Senator. The costs, While in some 


nees It may tend to increase the costs, the main increase in cost, 
urse, has been the rise in labor ana the rise mM niaterials due to rise 
MOT. 
[| wouldn't think those particular items would be as substantial an 
of increased cost, although they would tend to do that. 
alized cars to meet ship pers’ needs are constantly being devel 
and produced. Among these are new types of covered hopper 
neluding one which is specially designed to facilitate the un 
ne by air blowers of bulk flour and other powdered matertals;: 
types of tank cars to handle different liquids and chemicals 
tofore shipped in barrels; all-steel refrigerator cars: and, of 
‘ special flatears to handle the revolutionary piggyback opera- 
n which so many railroads are now engaged. 
iould like to ada that our industry Is developing also the hew, 
ght passenger trains that many expect to revolutionize rail 


quiry has been made by the chairman as to the capacity of the 
trv to produce the cars needed to bring the fleet up to totals 
ed essential for either peacetime or war-emergency use. 
May I state, without seeming to be dogmatic, that there is no prob- 
here. The capacity exists to build any number of freight cars 
to be ordered within the foreseeab le future. The “ah ina 
ently is not lack of production capacity over the long pull but 
er that so many orders for cars were concentrated during the 
part of 1955 as to temporarily choke assembly lines and outstrip 
| lantity of steel available. 
Much of the time through the vears, because of the feast or famine 
of railroad ordering, there has been a surplus capacity. But 
e competitive economy in which we live, it is apparent that if 
car orders were in prospect Over a period of vears than can be 
in existing plants, then either the existing plants would be ex 
ed or some new enterprising manufacturer would enter the field. 
| have never known of production orders for any manufactured 
ict to go begging for long in the United States. 
rr ithe r than capacity to produce, the fundamental problem is one of 
tilroads’ capacity to order. And that in turn hinges upon the 
ty of the roads to pay for the equipment needed. 
d may I interject a belief at this point that their capacity to 
their ability to meet the p slain ly economic objective of leveling 
eir ordering over a period of years into the future—will be ma 
lly strengthened by enactment into law of those portions of the 
lled Cabinet Committee's proposals relieving the railroads from 
regulation. 
i the freedom to operate under competitive conditions, the rail 
vould be better able to plan ahead for orowth \W hie hy they recog 








152 AMENDING INTERSTATE COMMERCE ACT 


nize as imperative. We have no doubt that the railroads would scra 
many worn-out cars and modernize the freight-car fleet if they cou 
see their way clear financially. 

At this time—and perhaps the reason for the inquiry of this su 
committee—we find ourselves in the midst of one of the peak periods 
of the peaks and valleys cycles to which our industry has so long bet 
subjec af Population growth of our country demands more and be 
ter cars—a tremendous replacement program is needed—if the ra 
roads are to maintain their position as the backbone of our transpo 
tation system. 

I should like at this point to present to the subcommittee two chart 

(The charts referred to above are as follows :) 


DOMESTIC FREIGHT CAR ORDERS 


RDERS 
(ins Strousanos) 
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(Chart 1.) This chart shows graphically the history of freight- 
‘ordering starting in 1926. You will note the peaks at the start of 
World War II, another as we move into the postwar boom, a decline 
the recession of the late forties took place, and another peak upon 

e outbreak of the Korean war. 

Unfortunately, these peaks come at times when other industries 
en the needs of national defense—also were making their heavy 

mands upon steel capacity. 

Chart 2.) This chart illustrates the close relationship between 

road income and railroad ordering of freight cars. It emphasizes 

‘point I have made above that the railroads can order cars, at least 
y do, only when they see the revenue ahead to pay for them. 

\nd both of these charts evidence the desirability from a stand- 
nt of costs, and the necessity from the standpoint of a modern 
nsportation system, for finding means of curtailing the fluctuations ; 
inding means for constantly feeding more and better designed, 
lern cars into the freight-car fleet. 

Obviously, our member companies dislike this history of ups and 
vns. It is distressful to our organizations and to our employees. 
s costly. Often, meeting the sudden peaks presents as many diffi- 

problems as existing in the valleys. And we would naturally like 
lume someone other than ourselves. 

We might like to blame the railroads. Sut sound economics does 
lictate that they order freight cars when they do not see the reve- 
thead to pay for the equipment trusts as they come due, 

We might like to blame the steel industry for not providing all of 
steel that is needed at this time for full production. But there 

lin we must appreciate that good inanagement does not permit the 
| mills to maintain standby facilities to produce the types of steel 

ired in freight cars at a time when there are no orders; when 
ame steel capacity is being demanded by other segments of the 
omy. The steel companies are as desirous as are the carbuilders to 
| out the peaks and valleys of freight car ordering. 

(he members of this subcommittee appreciate that ours is a heavy 


ME a 
5) lustry in every sense of the word. In an appliance industry, even 


0 e automobile industry, production can be turned upward or down- 
rd relatively speedily as demand turns up or down. 
. ut the average 50-foot boxcar of modern design requires 24 tons of 
Gondola or hopper cars of 70-ton capacity require an average 
7 tons. We must order our steel months in advance so that the 
0 | mills can schedule their rollings. 
en after this steel reaches our shops, there is an average 90-day 
+ time before it emerges into a finished product. It must be worked 
0 | processed in what is known as our back shops before it goes to the 
embly line. 
" \nother difficulty which we face is the lack of standardization of 


is. One railroad’s specifications call for one type of car and another 
road has different specifications for the same type of cars. And each 
0 time we make-ready for a change-over, there is a loss of from ! to 3 
ks, dependent upon the variance of the cars. This is time lost 
th in the back shop processing of materials and on the assembly lines. 
hese charges not only reduce production, but they inevitably add to 
cost of the cars. 
77964 5G 11 


10 
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Senator ScHOEPPEL. Could I ask you to elaborate briefly on that / 
Many of us do not understand what that is. 

Mi. Senic. Senator, 1 can give you this example. One of our affili 
ate companies has orders for several thousand hopper cars. They ar 
50-ton hopper cars. Essentially they are the same type of car, excep 
with the variations and idiosyneracies of the various mechanical part 
ordered for these cars. If those several thousand cars were one type. 
it would be cheaper and the production would be much faster. — 

Senator SCHOEPPEL. Would they be just as efficient / 

Mr. Sevic. In my opinion they would, sir. 

These variations are small. They are variations in an inch here or 
there in dimension, variations in what we call specialties, the type of 
unloading device, the type of side frame, the type of hand brake and 
what not. They are minor differences and most of those specialties, 
whatever the variations, would not in any way impair the efficienc) 
of those cars. 

Progress is being made by our industry in recent years in the direc 
tion of producing standardized cars, with each builder selecting its 
individual standards in competition for an improved product. This is 
a move in the direction of greater mass production with more units 
produced at lower prices. 

Because of these factors, our industry must constantly be looking 
for orders more than a year ahead to balance out our production lines. 
to order our steel, and to seek stability of employment. For a labo: 
force, once lost, is almest impossible to replace quickly. 

To summarize: 

1. There is no lack of freight car building capacity if railroads are 


enabled to spread their ordering over a period of years ahead and 
avoid the sudden peaks and valleys. 
2. Leveling out of ordering, coupled with emphasis upon standard 


ization of design where cars are to be used in interchange, should lead 


to lower costs per unit. 

3. If the railroads would place their annual orders for freight cars 
with the independent car builders, instead of maintaining at high over 
head cost their own empty shops and idle facilities during’ slac 
periods, the overall] cost ot freight ears would be reduced, and would 
warrant even greater research and development by the car builders 

Senator Scuorrren. Is there any tendency that you note now to 
ward that objective that you mention in paragraph 3? 

Mr. Senic. No, Senator. The tendency is the other way. In thi 
last flush of car ordering I think more cars were placed in captiv 
shops than ever before. 

The members of our institute who share the current headaches of 
high orders and low material have no recommendations of a legisla 
tive nature to make to the subcommittee upon the present disturbed 
situation. 

It is our belief that the railroads, the steel industry, and the ca 
builders are all thoroughly cognizant of the maladjustments forced 
by the feast and famine cycles and that planned, long-range buying 
will eventuate: provided, gentlemen of the committee, the Congress 
will give to the railroads legislative relief that would place them 1 
better position to compete in the modern transportation system. 
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Senator SCHOEPPEL. I note on page 5 you say 


fhe industry must be constantly looking for orders for more than a year ahead 

balance out production lines, to erder our steel, and to seek stability of em- 

vinent 

\s I pointed out at » beginning of the hearing, which ] thought 
ld be helpful for ee ee I believe that it shows that there will 

be 2.145.000 tons of steel available. 

Do vou have any opinion to express as to about how many cars 

obably will be built in 19564 The balance of this year / 

Mr. Sevic. Senator, it 1s an impossible calculation to tell you from 
amount of steel, because that is divided into, as you put it, re- 

rs and new car construction. It would also have to be divided 
ther by the type of cars. It would depend on the number of 50-foot 

and the number of 40-foot cars, and how heavy and how long the 
ndalas were. 

From that figure no calculation could be made that would be valid. 
vever, the figures I now have indicate that between 50,000 and 
0 cars will be produced by independent car builders for the year 
6. If the steel supply loosens up somewhat in the last two quarters, 

figure may be imp yroved. 

Senator Scnoerrent. Thank vou very much, Mr. Selig. Counsel 
res toask you a few questions, Mr. Selig. 

Mr. Barron. Mr. Selig, on page 4, paragraph 3, you say “The 
ity exists to build any number of freight cars hike I to be ordered 
in the foreseows le future.” What is the annual e¢: apacity of your 

De rs to produce Ars ¢ 

Mr. SELIG. -_ Is pipe ly the most difficult question you can ask, 

ise capacity is just as ephemeral as a cloud, I guess, a light cloud. 
wity depe a on so many things. Capacity depends on the type 

it «le pe nds on the le neth of car, it de pe nas on your labor supp ly, 
epe ends on so many things that vary. We do not get the same type 
ir all the time. We do not get a steady flow of material. Our 

upply fluctuates because of the penien and valleys. If you ask 
for an accurate summation of our capacity, I can't give it to vou 
[don't think anvone can. It depends on ‘onditions. 

sut this I do know: That we are able to Pp an both « onstructlonwise 
material sapplywise if there is a spread of production ahead of us 
hatever kind. I think the car builders in the past have produced 

thing over a hundred thousand cars per year. I doubt very much 

r they can do that today because the types of cars have changed, 
ire longer, they are heavier, and they are more special. If the 
ind were there, I know that the members of our institute would 
ase their production facilities and become adequate to any de- 
ithat would be made on them. 

are building between 50,000 and 60,000 this vear. We have 
over 100,000, To give our capacity at any time is an awfully 
lt quest ion to answer. 

Barron. On page »© vou state that a certain ‘so-called Cabinet 
mittee’s proposals relieving the railroads from overregulation.’ 
ial specific recohilae ndations ot the cj abinet cj Ol tiee do you 


SeLic. We are referring to the philosophy of the report. Qur 
tute believes in the ability of any industry or business to compete 
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on a basis with others. We are referring to the philosophy of it and 
to no specific portion of it. 

Mr. Barron. Turning to your first chart, called Domestic Freight 
Car Orders, this means orders and not deliveries / 

Mr. Seuic. This means orders that were delivered. sir, except fo 
the peak in 1955. In the past years those deliveries were made. Bu 
this peak that you see in I! 155 on that chart, of course. quite a few of 
those deliveries had not yet been made. 

Mr. Barron. Gener ally, it would be more accurate to say some di 
liveries with minor exceptions, rather than just orders / 

Mr. Senic. That’s right. 

Mr. Barron. I have one more question to ask you, sir. Recently a | 
manufacturer of truck-trailers stated that in his opinion the boxea 
was outmoded and will probably soon be supplanted by trailers o 
flat cars. Do you have any comments on that statement ? 

Mr. Sevic. Ihave a comment on it. Ido not agree with it. I think 
there will be an excellent business, from all we know, in the new pigg 
back venture, but I doubt very seriously, with the improvements in | 
boxcars, and with the heavy shipments that have to go tod: ay on thy 
part of great manufacturers, with the convenience that boxears 
your own door give you, with the safety of merchandise 1 incorporated 
in them, I think you are a young man, but I don’t think you will live 
to see the day when the boxcar is not a very important tool of railroad 
transportation. 

Senator ScHorrre.. Thank you, Mr. Selig, for your statement. 

At this juncture in the record I want to insert a letter from Senat: 
James KE. Murray, to Chairman Manguson, which will take the pla 
of his statement which he intended to make this morning had he been 
able to be present. 

(The letter from Senator Murray is as follows :) 

UNITED STATES SENATE, 
Vay 7, 1956 : 
Hon. WARREN MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D.C. ( 

DEAR WARREN: There is one thing you can count on each year: the fact that 
it will be necessary for your committee to hold hearings on the subject of freight 
ear shortage because each year the same situation recurs—insufficient freight 
ears to take care of the freight offered to the railroads for transportation, pa: l 
ticularly in the West. 

This year I note, Mr. Chairman, that you are holding your hearings earlie! ( 
than usual. One reason no doubt for this is that the freight-car shortage is 


beginning to emerge earlier than usual this year. If this situation continues { 
it is quite possible that the first order of business for the Interstate and Foreign t 
Commerce Committee upon convening of the Congress each January will neces 
sarily be hearings to deal with lack of freight cars because it will have become ; 
a year-round problem and not the seasonal problem to which we have bec . 
so accustomed. 
The bills with which this hearing is concerned, 8. 2770, is as I understand it 
a measure to allow the Interstate Commerce Commission authority to assess e) 
penalty per diem rates against railroads that unduly detain cars on their lines 
and do not returi them io the owniig lines. The ICC does not, so I am i . 
at present have such authority. Needless to say, Mr. Chairman, I favor passage I 
of this bill and any other reasonable measure that will help alleviate this U 


perennial lack of sufficient freight cars to move the Nation’s commerce. ( 
You will pardon me, I hope for a small amount of levity when I suggest that 

the old saying, “Nothing is sure but death and taxes” be amended to read “Nothing 

is sure but death, taxes, and a shortage of freight cars.” But it need not be s 





( 
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I am reliably informed that often when freight cars from Montuna move to the 
st under load this fine equipment remains there to be shuttled back and forth 


nstead of being returned promptly to the West in accordance with outstanding 


rvice orders of the Interstate Commerce Commission. 

lere is a true incident that illustrates perfectly what I mean. <A freight 
tor located in the East and employed by one of the lines that runs through 
tana was very recently in Richmond, Va. While making his rounds, he saw 
actically new boxcar bearing the name of his company on a sidetrack by 
varehouse of a concern on which the solicitor had not previously made a call 
king the owner had received the car from a point on his line the solicitor 
red the warehouse and greeted the owner by saying, “I see you are one of 
customers,” at the sume time indicating the boxcar bearing his railroad’s 


yon receiving a further explanation the Richmond businessman explained 
t he had not received the car from the West but had received it from Dayton, 
loaded with the product of a concern in that city, electric refrigerators. 
ously the boxcar had been intercepted at Dayton and loaded eastbound in 
et violation of the ICC’s car-service order to return cars promptly to the 
ling railroads in the West. 
im extremely sorry that the solicitor for the western railroad did not take 
number of the car in order that the fault for the misuse of this car, so 
vy needed in the grain-producing areas of Montana, would be determined 
incident repeated many, many times, no doubt, has contributed to the 
ige of cars in the West. 
Mr. Chairman, your State, like mine, should not be burdened with the handi 
of insufficient freight cars. The people of Montana are becoming extremely 
ed of this shortage of freight cars. I urge the prompt passage of S. 2770. I 
ther promise you my full support to pass more drastic laws to remedy the 
iation if more drastic action is necessary. We must have more freight cars 
better utilization of those now in existence, 
Sincerely yours, 
JAMES FE. Murray, United States Senate. 


Senator Scnorrret. Mr. Victor E. Cooley, Deputy Director, Office 
Defense Mobilization. 
Mr. Cooley, we will be glad to hear from you. 


TATEMENT OF VICTOR E. COOLEY, DEPUTY DIRECTOR, OFFICE OF 


DEFENSE MOBILIZATION 


pee Cootey. My name is Victor E. Cooley and Iam Deputy Director 
he Office of Defense Mobilization. I appreciate the opportunity to 
cuss With the committee, in connection with its consideration of S. 


170, the activities of the Office of Defense Mobilization with respect 


the supply and requirements for freight cars. 

As I am sure you are aware, the effect of the provisions of S. 2770 
our mobilization problems is indirect but we have no objection to 
legislation. Accordingly, as requested in Senator Magnuson’s let- 

r, addressed to Mr. Flemming, I will direct my remarks mainly to 
liscussion of our past activities in the freight-car expansion pro- 
un, some of the problems with which we are faced, and some steps 
t might be taken to carry out the program. 

One of the assignments of the Office of Defense Mobilization is to 
ourage private enterprise to expand productive capacity and sup- 
es of materials which would be needed by this country in time of 

ill mobilization, Various incentives are provided by title III of 

e Defense Production Act and by section 168 of the Internal Revenue 


sd, 
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In the conduct of this program ODM. has established capacity and 
supply goals for the more critical items as a basis for the extensior 
of the various forms of assistance to private industry. These goal 
are generally fixed after a recommendation has been received fron 
the appropriate Government agency to which we look for advice 1 
the area concerned. 

The essentiality of adequate transportation in time of emergency 
has been c learly recogniZe (| by the mobili zation agencies since the 
in eption of the program, Inside the United States the railroads will 
undoubted] be required to haul the major share ot tlie Intercity load 
resulting from the increased tonnage and altered pattern of wartime 
shipments. 

The necessity for providing adequate facilities to do that job is be 
yond question and freight cars are the transportation items for which 
Wartime requirements Increase most sharply over those of peacetime 

In the spring of 1952 the Defense Transport Administration, which 
was then our delegate agency for land-transportation facilities, com 
pleted extensive and comprehensive surveys in the transportation field 
and recommended, among other things, the establishment of a freight- 
r goal of 436.000 fre ight cars 

This recommendation Was adopted in April 1952, and a goal was 

established at that figure with a target date for completion of July 1 
1954. That goal made allowances for estimated freight-car retire 
ments of 60,000 per year during the ensuing period and provided for 
an 11 percent increase in car- carrving ( ‘apacity over and above the 
1950 level. 

In attacking the goal] problem the tax amortization device provided 
an incentive to the construction of the necessary cars. In this con 
nection I should like to refer to a suggestion rece nee made by Sen 
ator Neuberge. that tax amortization assistance should be extended 
only in those cases in which the new car construction would increase 
the total rolling stock available and should not be used merely to re 
place capacity retired by the railroads. 

Our regulations provide, and our general tax amortization policy 
has always been to refuse certifications for purposes of replacement 
except in rare and unusual cases. At the time of the establishment 
of the frei¢ht-car goal this problem was very carefully considered in 
the light of this policy. 

It was found that certifications only for net increases in company 
ownership of cars was not feasible. This is true because as new cars 
are put into service, although purchased by a particular road, they 

‘annot be operated as a separate company fleet but. in effect become 
an addition to and go into service as part of a nationwide car fleet. 

Car orders by individual roads are based fundament: lly on a con- 
tinuing survey ‘of the needs of the ship pers in the territory served by 
the particular road. Decision to retire cars of advanced age 1s as 
a a reached when upon inspection after returning to the owner’s 
vards it is found that reconditioning or repair will in the end entail 
a combination of higher costs and less efficient equipment than the 
purchase of new cars 

In railroad pr: actice the purchase and retirement of cars are funda- 
mentally separate and unrelated although each is influenced by the 
current level of traffic and of revenues. Thus, while estimates are 


Ca 
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ide by the separate roads both of new car needs and of retirements, 
ere IS no exact and predetermined relationship between the two 
itcan be applied toa particular period of time. 

furthermore, variations in the types of cars ordered and those being 
tired provide additional complications in the rep placement prob lem. 
or example, if a 40-foot boxcar me was built to handle 40 to 45 
ns of sacked cement is retired and a 70-ton hopper, covered hopper 


it handles bulk cement is bought, that is clearly more than a re 
wement. It both meets changing requirements and provides ad- 


ional capacity. 
Similarly, a replacement of a 40-foot single-door boxcar with a 
foot double-door car to permit the use of lift trucks and other im 
oved loading devices obviously to oreate es recluced 
nding and unloading time and eventually more ton-miles a year. 
\ further consideration is that any improvement in the average age 
of the fleet strengthens the carrying capacity by reducing the amount 
time which must be spent on repair. After due deliberation it 
s decided that a goal which provides for a net increase in the freight 
fleet and includes an over-all allowance for annual retirement 
the fleet as a whole was the only practical answer to the replace 
nt question. 
\dmittedly, the plan adopted may not result in a net increase in the 
ownership of every road at a particular time, but pinnae of 
» goal must result in a net increase in the supply of cars available 
shippers in peacetime and for national defense in emergency. 
[n considering this question it is interesting to note the improvement 
urying capacity in the last three decades. Broadly speaking, the 
lest cars now in service were built about 30 years ago. In 1926 the 
tal cars owned by class [ railroads was 2,349,000. With this equip- 
ent there were produced 486 billion net ton-miles of transportation 
itput, or 207,000 net ton-miles per car per vear. 
In 1955, about 30 vears later, with the ownership reduced to 1,694,- 
0, but with larger and more efficient cars, modernized motive power, 
vd bed and signaling equipment, there were produced 622 billion 
et ton-miles, or 367,000 net ton-miles per car per vear, an increase of 
} percent in the utility exacted from each ca 
" hus, with a reduction of 27.7 percent in ow sancihiianinaah was a total 
rease In transportation output produced of 27.9 percent. 
\s indicated previously, the goal determined in that fashion was 
tablished in April 1952, with a target date of July 1, 1954. As of 
July 1, 1954, there had been certified for tax amortization purposes 
2.000 cars, leaving a deficit of 124,000. The goal, accordingly, was 
extended for another year. 
developed, however, probably because of the substantial fall off 
carloadings during that year, that the necessary cars would not be 
ult even with the tax amortization incentive. In the succeeding 12 
onths only 21,000 additional cars were certified against the goal. 
nder these circumstances it seemed unlikely that the tax amortization 
evice would serve to achieve the construction of the 103.006 additional 
rs needed to complete the goal and in the fall of 1955 it was an- 
nounced that the goal would be closed on December 31 of that year. 
It was our intention at that time, however, to review the situation 
rly in 1956 in the light of circumstances existing at that time. 
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In the recent review of the freight-car goal we have had, in additio 
to more current information, the benefit of a survey of the rolling 
stock situation made by a committee of consultants to the Office o1 
Defense Mobilization which was completed last fall. This committ 
was under the chairmanship of Capt. Granville Conway, president o! 
the Cosmopolitan Shipping Co. 

You will remember that Captain Conway had a distinguished caree: 
in Government transportation, notably during World War IT wit 
the War Shipping Board and later as Chairman of the Maritime 
Commission. The freight-car section of the report Was developed b 
a subcommittee headed by Me: W. C. Baker, vice president for opera 
tions of the Baltimore & Ohio Railroad. The 6 members of the sul 
committee were all high officials responsible for freight transportation 
for 6 major railroads operating in various parts of the country. 

The committee report indicated that total freight tr affic of all kind 
by the third year of a full mobilization was expected to surpass that 
of 1953 by 19 percent and that the railroads will be expected to hand] 
1,062 billion ton-miles, or 34 percent more than in 1944 and 65 percent 
more than in 1953, 

It pointed out that there is not now in existence a freight-car fleet 
adequate to handle such a load and that in the first 3 years of full 
mobilization there would be a need for 215,000 freight cars over thi 
2,030,000 of all types in both railroad and private ownership on Janu 
ary 1,1955. The report indicated a deficit of 112,000 new ears in th 
first year of mobilization, 118,000 in the second year, and 90,000 in th: 
third year, totalling 320,000 cars with allowance for the scrapping 
35,000 cars in each of the 3 years. 

The committee estimated that no more than 60,000 cars a yea 
could be constructed during mobilization because of the limitations 
on materials and manpower, and recommended that other steps 
taken to provide the additional 112,000 cars which would be needed 

The establishment of a revolving stockpile of critical components 
was recommended for consideration as one possible solution.  T! 


I 


need for a program of that kind would depend in some measure, t 
least, upon the increases to the freight-car fleet mace by the railroads 
in the years prior to mobilization either with or without Government 
assistance. 

Since the report was submitted to us and since announcement last 
fall of the closing of the expansion goal effective December 31, 19 
we have received a large number of applications for tax amortizatio: 
assistance. By December 31 the original goal of 436,000 cars had 
been exceeded by nearly 60,000 cars and we have recently extended 
that goal to include those applications. This brings the goal which 
has now been closed to 495,000 cars. 

This then is the picture at present. There are a little under 2 mil 
lion freight cars in service today. There are 147,000 new cars on 
order with the builders but it will be at least a year and a half befor 
all can be completed. During that period normal and expected 
tirement might remove fifty-thousand-odd cars from the roads. This 
would provide a net figure of about 2,100,000 available cars toward 
the end of 1957. 

This would be some 30,000 or 40,000 cars short of the first yea 
mobilization requirement estimated by the Conway Committee report 
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i full mobilization should oceur before that time the deficit would 
reater, of course, and correspondingly a later date would give us 
e time to meet the required fleure. It is to be expected, of course, 

new orders for some additional Cars will be placed before that 
but it is not possible to reach a reasonable estimate of the 
iber. 
IXxploration of the problem of how to fill the gap divides into three 
rts: (1) The possibility of speeding up the time required to con- 
t those cars now on order, (2) the possibility of acquiring more 
litions to the fleet with or without Government incentives, and 
rnate methods of filling the gap between probable supply and 
urements. 
is our understanding that car producers are operating at about 
percent of full c: apac ity prine ipally because of the shortage of the 
ds of steel needed. The short: age results, of course, from the heavy 
it lian demand for steel and some dislocations arising from the 
| and for certain forms and shapes. 

{ Phe proposal has been informally made that ODM assist in bring- 

tbout increased allocation of steel for freight-car construction. 

t Such action cannot be taken because Congress, in extending the De- 

l] <e Production Act following the cessation of hostilities in Korea 

53, put a limitation on the agency's authority to control the dis- 
ution of steel in the civilian market, with which action inei- 
ally the administration was in accord. 
With the military and Atomic Energy Commission requirements 
steel at only 3 percent of total production, it would be extremely 
cult to find that the defense programs were making any appreci- 
ul e contribution to the present dislocations in the civilian market. 
Hs Now ingot capacity is expected to come into existence this year, how- 
DK r, and should assist in relieving the overall] shortage. 
d lt is also encouraging to note the comment of the Association of 
\inerican Railroads a few days ago to the effect that recently the 
wiilders have been able to obtain a somewhat larger allocation of 
el and that the number of cars now being produced per month has 
ds reased somewhat. 
nt | think January is greater than December, February is greater than 
ary; and March is greater than February, as I understand it. 
ist he s possibility of acquiring additional cars without Government 
ance is difficult to estimate and sesienlibe depends upon a sub- 
01 | ially increased peacetime demand for more cars. It 1s also dif- 
ud + at this time to determine the effect the tax amortization incentive 
et d have on this matter in the future. Although the goal is now 
ch ed we expect to review it from time to time in the light of new 
elopments. This more or less continuing review will embrace also 

i tle need for and the feasibility of alternative methods of meeting full 

oO} ilization requirements. 
yr \ revolving components inventory assisted by Government funds 
re- sone such alternative and will be given careful study, Government- 
ed inventories of critical and long lead-time components is an- 
rid r poss ‘ibility. 

keeping with our general approach to these programs, we would 


ul e to go as far as we can with private financing, and avoid Govern- 
rt iment participation except in those cases where essential mobilization 


urements can be met in no other way. 
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This concludes my statement, but T will be glad to attempt to answe: 
aly questions: you may have, 

Senator Scnorrrent. Mr. Coole ‘v, aS I read your statement. y« 
fee] that the tax amortization program has contributed to a greater 
supply of cars ¢ 

Mr. Cootry. There is no question about it. As indicated, we have, 
together with the number that have already been certified and built, 
we have HIG.000° cars tht have been certified under the amortiza 
tion program since 1950. You recall that not too long ago carloading 
were not very satisfactory to roads. I think at one time the roads - ul 
in the neighborhood of 130 to 140 thousand freight cars on their s 
ngs. During such a period actually the roads aren’t buying many 
Cars. 

We felt at that time that the incentive certainly was not adequate t 
vet what we would need for mobilization in al emergency. But Wit! 
the pickup in traffic and the improved situation of the roads, whe 
we announced, I think in August, that we would close the goal, \ 
had, as I recall, 147,000 applications for certifications, which ex 
ceeded the goal by some 60,000, 

Since that time the oul has been increased to include the 60.000 
So that it became a goal of 496,000. That is where the tax amortiza 
tion situation rests note Of course, as stated, we will, as time goes 
on, review the goal and if it seems appropriate, consideration for re 
opening may be given. I cannot say positively as to what the actio. 
may or may not be. But still we feel that based on the Conw: ly re 
port, whic h is the best information we have on mobilization require 
ments, we still need more freight cars than we now have certified. 

Senator Scrorrre.. Senator Bricker, do you have any questions! 

Senator Bricker. No, I have ho questions. 

Senator ScHorrrer. Do you have any, Mr. Barton / 

Mr. Barron. Yes, sir 

Mr. Cooley, on the first page ot your statement you mentioned thi 
incentives and various forms of assistance given by the Defense Pro 
duction Act. For the benefit of the record will you explain briefh 
how that works in connection with the car program / 

Mr. Cooiry. It has been the incentive of tax amortization. M 


reference was to other eX pansion goals where, as Vou probably know. 


under the Defense Production Act we are able to give assistanc 
through guarantee of loans, or even the making of loans, or furnishing 
the money for various programs from a fund, revolving fund orig 
inally amounting to $2,100,000,000, which was established for that 
purpose. 

The freight-car situation—I think TI am correct in saying—has on! 
participated from the standpoint of tax amortization. 

Mr. Barron. Please explain for the record how the tax amortiz 
tion program operates in relation to freieht-car program. 

Mr. Cooitry. An application is made and, certified, under tli 
present provisions of the certificate of necessity, 85 percent of the cost 
of the freight car may be amortized in a period of 5 years. Conew 
rently with that the regular normal depreciation may also be amor 
tized so that in that 5-year period, I think, if the declining balanc: 
method of accruing depreciation is followed on the remaining 15 pe! 
cent, an additional 5 percent of the total cost of the car may be depr' 
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iated. So that by the end of 5 years, the freight car should be amor- 
tized inthe ne ‘ighbor hood of 90 pe rcent of its cost. 

It should be amortized if full opportunity were taken under those 
wo methods. 

Senator Scuorrrer. Thank you, Mr, Cooley. 

Mr. Symes, president of the Pennsylvania Railroad. 

| note that you have a written statement. You may proceed in 
ur own Way. 


STATEMENT OF JAMES M. SYMES, PRESIDENT OF THE 
PENNSYLVANIA RAILROAD CO. 


Mr. Symes. My name is James M. Svmes and I am president of the 
Pennsylvania Railroad Co. I have held this position since June \ 
ot. I have had a total of 10 years of railroad experience, all « 
hich has been with the 1] cents ania Railroad except for a ae 

ing which I was vice president, operation and maintenance, of the 
\ ssociation of American Railroads. During my term of service, I 
ve occupied various positions such as clerk, car tracer, car dis- 
muitor, freight-movement director, supe ‘rintendent of passenger 
ransportation, chief of freight tr: insport: ition, general manager, vice 
president, operations, and executive vice president. While I occupied 
the office of vice president, operation and maintenance, of the Associa 
tion of American Railroads, the Car-service division Was immediate ly 
inder my jurisdiction. In fact, during my entire railroad experience 
I have been closely connected with the problems of car supply and car 
ieeiion: 

\t the earlier hearings of this committee, held March 29, 1956, 
Messrs. Thomas 1. Preston and Arthur H. Gass appeared on behalf 
of the Association of American Railroads which is made up of rail 
oads operating more than 95 percent of the total mileage of all 
riilroads in the United States. Those gentlemen confined their testi 
mony to the provisions of S. 2770 and outlined the reasons for the 
railroad industry’s unanimous opposition to that proposed legislation. 
Since that time, a group of railroads represented by Mr. Eldon Martin, 

ce president and general counsel of the Chicago, Burlington & 
Quiney Railroad, have decided to offer legislation which they suggest 
ibstituted for S. 2770, and which they assert solves the prob lems 
to which S. 2770 is addressed. Probably, I should have appeared here 
following Mr. Martin but he wanted it the other way—and I had no 
objection as he was courteous enough to inform me in advance of the 
position which he proposed to take. 

l appear representing the Pennsylvania Railroad, Southern Pacific, 
Texas & New Orleans, Union Pacific, Southern Railway, Baltimore & 
Ohio, Delaware & Hudson, New York Central, Seaboard Air Line, 
Missouri Pacifie, and Chicago & Northwestern. 

Incidentally, you will notice that the Coast Line is seratched off. 
[hey prefer not to take a position in this issue. 

Incidentally, these lines own a lot more freight cars than do the 

lroads represented by Mr. Martin. Also, I am sure I would be 
entirely safe in saying that if a poll were taken of all railroads in the 
United States, by far the majority of freight-car ownership would 
gree with what I am going to say. 
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At the outset I should like to direct this committee’s attention to the 
fact that we are really going over ground which has been covered 
many times before, with the consistent result that provisions similar 
to those that will be proposed have been repeatedly rejected as im 
practical and not designed to cure the evils at which they were directed 
In 1947 substantially the same railroads as those to be represented 
by Mr. Martin in these hearings persuaded the Commission to attemp' 
to Impose a penalty per diem charge in a time of car shortage. This 
was taken to the courts in the case of Palmer v. United States volume 
75 Federal Supplement, page 63, and in a very well reasoned opinion, 
based largely on the practical facts of railroad operation, the Court 
invalidated penalty per diem assessments. I am sure this committee 
will want to read that opinion because it does set out in bold relief 
the arbitrary consequences of penalty per diem and indeed leaves 
serious doubts—according to many lawyers—as to the constitutionality 
of any such legislation if it were to be enacted. 

After the invalidation of Commission-imposed penalty per diem 
charges, a bill, S. 2350, was introduced in the 82d Congress pro 
posing reer: similar to the present S. 2770. At that time a sub 
stitute proposal, S. 2901, was also offered, containing substantially 
the same provisions as the substitute legislation to be suggested by 
Mr. Martin. Hearings on those bills were held by this committee 
and Mr. Martin testified in support of S. 2901 in the same manner 
as I am informed he will do here, But most of the major railroads 
of the United States vigorously opposed both the initial bill and 
the substitution supported by Mr. Martin. No action was taken on 
any of the bills. We will again be faced with the same substituted 
proposal and it again suffers from the same fatal informities. 

I am preparing here to discuss the freight car shortage existing 
on the American railroads today—and particularly to point out the 
dangers in the proposals to be advocated by a number of railroads 
for their own benefit with respect to increasing the established per 
diem rate in time of car shortages. It is interesting to note that the 
average rate of return in 1954 of those railroads which have supported 
this legislation in the past year was 4.07 percent, while the average 
rate of return for those roads which have opposed this legislation 
was 2.61 percent, and yet these prosperous roads continue to seek 
legislation which would impose further unjustified burdens on the 
carriers whose operations are more costly by reason of their position 
in the transportation network. I have never heard any of them advo- 
cate cutting the per diem rate in half during periods of car sur 
pluses—and I am sure that makes just about as much sense in 
transportation economics. 

I first want to make it perfectly clear that I am a firm believer in 
an adequate per diem rate—and by adequate, I mean that the owner 
should be fully compensated for his true cost of ownership, plus a 
reasonable profit when the car is on another railroad. The ability of 
the present rate to meet this test is not here in question. We are now 
considering only the wisdom of a penalty charge in addition to the 
true ownership cost. 

The problem of car shortages is one which is of the utmost concern 
to the entire railroad industry. When car shortages exist it means 
that we have more business than we can handle with the equipment 
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ivailable and the loss of that business means the loss of revenue to the 
entire industry. Certainly no problem is of greater concern and there 
none for which a solution is more dilige ntly pursued. The substi- 
.osal to be offered has as its avowed purpose the goal of en- 
‘more expeditious return of cars to the owning roads and 
roviding an additional incentive for increasing the railroads’ car 
nership. Both of these aims are indeed laudable, and they are the 
als of the entire industry. But the proposals which will be offered 
this committee would in my judgment have exactly the opposite re- 
ilts. They would in effect penalize many roads which handle the 
fic in the most expeditious and efficient manner by returning off- 
e cars as promptly and directly as the car-service rules permit; 
d they would also penalize some roads which own more than their 
oportionate share of the total car ownership. 
It just is not true, as many would have you believe, that all the roads 
ich show an annual credit in their per diem accounts are bearing 
unfair burden of car ownership, and that all roads showing a deficit 
. deficient in car ownership. A lot has been said before congres- 
mal committees and in hearings before the Interstate Commerce 
mmission about the number of cars a railroad should own. I should 
e to offer you my own opinion as to what is a sound basis for de- 
ninine adequate railroad freight-car owne rship, and one which I 
lieve will be recognized as entirely fair and equitable by most of the 
lroad industry. A railroad should own sufficient freight-car equip- 
nt, by proper classes, to protect anticipated peak loading that will 
einate on its line, with due regard to short line and terminal rail- 
oads dependent on it for car supply, and taking into consideration— 
id to me this is important—foreign cars which will be released on 
line and which can be reloaded in accordance with car-service 
wles—and I might add that this formula of car ownership has been 
nerally used by the Association of American Railroads in determin- 
¢ the proper car ownership of each railroad. 
Senator Scnorrren. I would like to ask you at this juncture: By 
your vi ardstick here, how many of the r: ailroads meet that stand: rd t 
Mr. Symes. That is a generally accepted basis, Senator. I would 
y that with 137,000 freight cars now on order, that that standard 
vould be pretty closely met. It is my opinion, and as you recall 
there was a shortage I believe in the peak last fall of about 22,000 cars 
iday. These cars that are on order—137,000—are a better car; they 
. bigger car; and of course won't require the shopping and they 
will move quicker and handle more tonnage. It is my considered 
pinion that. if the railroads had these 137,000 cars now, there wouldn’t 
be a ear shortage. I think it would be answered. But it is the interim, 
of course, while we are getting them, that we are in trouble. But 
they have moved off, and I would say pretty generally that the place- 
ent of the orders as they now are carries out pre tty generally the 
principle I advocated on car ownership. 
The idea of attempting to have new freight cars built because of 
in incentive in the per diem rate—say twice : the cost of owning a car 
is absolutely unsound and will not correct a car shortage. The “ner 
em urge,” a well-known expression in railroad parlance, would 
me into play. It would increase empty-car miles in a move to get 
oreign cars home to avoid per diem—and certainly the creation “of 
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empty freight car miles is not a cure (economic or otherwise) for a 
ear shortage. Naturally, you will find those railroads advocating a 
penalty per diem rate are generally the ones that originate more ecar- 
loads of traffic than they terminate. In other words, their freight cars 
vo off line to a greater extent than foreign cars come to their line. 
\ penalty per diem charge would greatly enrich these fortunately 
located roads, and the burdens of this enrichment would fall upon 
roads a faverably located but not necessarily upon those deficient 
in either car ownership or operating efficiency. A short Geacription 
vy some of the practical facts of railroading should make it clear to 
this committee. 

As you know, all railroads publish joint rates and through routes 
= other railroads. Together they hold themselves out to make 

ilable to the shipper the equipment and the service for transporta 

tion required to accommodate the shipper’s needs. ‘Two or more rail 
roads may be involved and different service requirements may be im 
posed upon each. One thing is certain, however, the shipment will 
move ina railroad car from origin to destination. Let us assume fo 
the sake of example, that the railroad is located in the agriculture 
territory in the Midwest, and the terminating railroad serves the 
eastern seaboard. The shipper has a shipme nt of grain to move to 
Baltimore Harbor for export. In such a case, the origin carrier has 
only to spot the car, and after it is loaded, move it to the interchange 
point and turn it over to the eastern carrier for delivery. Indeed, there 
may be one or more intermediate carriers which merely overhead the 
ear. The elapsed time, while the shipment is moving on these origin 
and intermediate roads, is rel: tively small because of the nature of 
the service they are called upon to perform. But if we look now to 
the oblig: ations of the terminating lines we find an entirely different 
picture. The shipper has varying amounts of free time before he — 
unload the car. Ships may not be available at the port and the c 
must await the arrival of bottoms be fore they can be saieded. 

None of this elapsed time is the fault of the terminating carrier. It 
is not the result of any inefficiency nor does it represent appropriation 
by that carrier of the cars of the originating line. It is inherent in the 
nature of the joint service offered by all of the carriers that the time 
consumed in termination will be greater than time consumed on the 
origin and intermediate roads. These privileges induce the shipper to 
ship over a particul ir route of movement, and the benefits of these 
terminal provisions mutually acerne to each carrier participating in 
the movement. It must be obvious that to assess upon the terminating 
line a charge in excess of the fair ownership cost of these cars would 
be to unjustly charge the terminal line a penalty, in excess of its fair 
share of the cost of the equipment. for conditions which are essentially 
heyond its control, and are due to the fact that the origin line has given 
it a shipment which is subject to detention and delay despite the most 
diligent efforts of the terminating carrier. In such a situation it is not 
the terminating line’s fleet which is inadequate if the origin line has a 
shortage while cars are backed up at the port awaiting bottoms. It 
is the origin line which has insufficient cars to take care of the trans 
portation needs of its shippers, and this is true irrespective of whether 
or not the origin line shows an annual credit in its per diem account. 

Another example: Take the movement of coal to Lake Erie ports for 
transshipment by water. The shipper is allowed 5 days free time to 
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cumulate cargoes at the lake ports—and that is just about how much 
me it takes to do that job. A large part of the coal originates on 
Pocahontas or Southern Lines which do not have a facilities. [can 
-e the Pennsvivania Railroad to make my —_ clea 
At Sandusky, Ohio, which is our lake port, we tr: unser from cars to 
ps any where from 8 to 15 million tons of mente vear. About 95 
ercent of that tonnage comes from fore ion lines ood in their equip- 
ent. We pay the going rate of $2.40 per car per day while they are 
our line. It now takes over 30 percent of the gross revenue we re- 
ive from the handling of the traftic to pay the per diem costs alone. 
{ the per diem rate were increased or doubled it would mean that per 
em charges would take mavbe as much as half of the gross revenue 
receive for handling the business—and I can tell you very frankly 
that would happen we do not want that southern coal business, be- 
ise it would operate at a loss—unless of course we received an in- 
ease in the division of the through freight rate TO COMpensate for the 
\ditional per diem charge. And if that happened, it would be a 
hout. 
Senator Bricker. That has been a fight for vears. 
Mr. Symes. It has been a fight for many many years, the division of 
; - ite and who was going to pay the per diem while cars were held 
‘lake port, which is the obligation of the unloading line. And 
sa hin aude. 
But again I vo back, Senator. I think that the basis that the orig! 
ne line proy ide those cars is sound and they should be adequately 
upensated for it. But I don’t think you could in fairness put a 
nalty on top of a fair per diem rate. It would be out of order. 
And while I am speaking of the lake situation and the heavy coal 
ids in the Pocahontas and southern territory, there is another 
tter L would like to call to the attention of this committee. These 
are originating roads—sending off line by far more cars than 
ey receive on line. In order to protect them on an adequate car 
pply there is an outstanding Car service division order, known as 
It has been in effect for vears., This order provides that the 
cars of these roads must be returned empty when released on 
ther road and not permitted to be used except under a few scat 
ed conditions. Would it be fair to have al) order prohibiting the 
eof a car, and requiring that it move to the owner empty, and then 
<0 inerease or double the established per diem charge to that rail 
id? The same is true with respect to boxcars moving to western 
ids from eastern roads, where it is common practice for the eastern 
es to receive orders to send literally trainloads of boxcars to the 
empty to meet their grain-loading and other requirements. 
lany of these western cars come to the Pennsylvania Railroad at 
Potomae Yard here in Washington and terminate alone the eastern 
board. Then we are not permitted to load the cars but must return 
em empty to the Chicago or some other western gateway point, and 
y the regular per diem charge while they are on our line. Do you 
nk that per diem charge should be increased, when as a matter 
equity we should be paid for moving the ear empty in lone haul 
view of the short haul we receive in the loaded movement. 
These are just a few examples of many which I could use to demon 
ite that the existence of annual per diem credits or debits on any 
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particular railroad will not necessarily give any clue as to whetlh: 
that railroad is contributing its fair share to the national car poo 
A railroad which is predominantly a terminating road does not hav 
the same need for cars as a road which is predominantly an originat 
ing road, nor can the cars which it does own get off line in suflicie) 
number to result in a per diem credit. In addition to the fact tha 
it just does not have the traflie to ship offline in its own ears, it 

required by the car service rules to load foreign-road cars moving i 
the direction of the owner road prior to loading its own ears. lt 

apparent, therefore, that a road might own more cars than its fa 
share and still be a deficit per diem line. 

It is equally apparent that the roads which are supporting th 
proposed legislation hope to benefit from the inequities which wil 
nece aril) result. IT well recall the days of “the average per diet 
arrangement > during the middle thirties—when because of car sim 
pluses at that time, and the desire, pro} e rly so, to reduce the cost! 
empty car mileage that was then occurring, a pl: in Was put into etle: 
that each railroad would pay the other for the use of their boxear- 
an average rate per month—based upon the average time each ca 
was on that railroad during a specified test period. Under that a: 
rangement foreign cars could be used or held as long as a month o 
1 railroad by the payment of maybe three to six dollars in per dien 
for the whole month. You should have heard those railroads which 
now advocate this penalty per diem “squawk” about the average px 
diem plan then. But again it had for its purpose reduced transporta 
tion expenses. Instead of sending the car home empty, hold it a wee 
or 2 weeks and get a load and save transportation. Now of cours: 
the reverse is true. As I have said, freight-car ownership should bi 
based on originated traffic—and if you get away from the “trafli 
urge” of owning equipment and substitute the “per diem urge,” you 
will eventually find an economic problem in railroad transportatio 
that could be disastrous—both in an ownership of freight cars and 
in a costly movement of empty cars 

So long as the per diem charges ; fully compensate the owning line 
for its true ownership cost, the level of per diem charges will not 
cause car shortages, nor wil increasing the per diem charges above 
this fair and equitable level increase the availability of cars. In my 
judgment those minority interests of our industry who espouse the 
contrary view base their conclusions upon an — analysis of 
the basic ¢ auses of the problems with which we are faced. 

As I see it, the freight-car shortage has been due to two things 
first, the od of funds to increase ownership commensurate with d 
mands—and second by an abrupt increase in the demands over such: 
au . short period—from 1954 to 1955. The total carloadings in 1955 in 

reased 11.7 percent over 1954, for the country as a whole. But it was 
more pronounced in certain areas and in certain railroads. 

Senator Scuorrven. I take it that was not anticipated by many 
the men who spent a lifetime in the railroad industry. 

Mr. Symes. That was missed very much. In 1953, ‘for example, \\ 
estimated that 1954 was going down about 10 percent—19! 54 over 
1953. Instead of that, it went “down about double. In 1955 we esti 
mated it would come back about 10 percent. It practically doubled. 
We did miss the estimate of traffic. There was greater demand for 
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| traffic in 1955 than the Pennsylvania Railroad estimated, and | 
nk that would be certainly true of most railroads—more abruptly. 
As to the first (lack of funds) it has been caused by reason of the 
roads being a regulated industry and not permitted to participate 
our Inflationary economy like others who are a part of our free 
erprise system, 
| would like to bring that out. This may be graphical] y demon 
ited by a few simple figures based on ICC and Department of Com 
ce statistics. I will compare the year 1955 with 19z9— opposite 
ls of a span of a quarter century. I select those 2 years because | 
k we can all agree that in 1929 tr ‘ansportation was generally 
a in this country, and maint: uning its relative economic position 
’ free e nterprise system. Now, 1953 is a recent eood year which 
ild be very close to the 1955 figures which are not vet aden 
ce 1929 the physical product turned out by manufacturing in 
tries, farming and mining increased 97 percent.  Ton-miles 
lled by all transportation agencies increased 93 percent. > n 
is of volume. the tr: anspertation industry just about held its own 
ng this period—and it takes just about as much transport: a per 
of industrial output in this country now as it did a quarter century 


Let us take a look at corporate sales in dollars during the same 
|. For other a tr: ansports ition the ‘y show an increase at 28S 
for trans portation they show an increase of abe mt 1356 per 


let us take a look at net income after taxes during the same 
od. For other than transportation it shows an | Increase of 137 
ent; for transportation it shows a decrease of 2 percent. Had 
sportation sales come up to the same extent as other corporate 
. the transportation agencies in this country would have received 
rly $15 billion additional revenue in 1953, And had transportation 
income after taxes maintained its relative position with other 
porate net income, the transportation Industry would have had 
uit $114 billion additional net income—and I am sure these addi- 
ial earnings would have been reflected in a stronger and healthier 
sport system. 
Inadequacy of earnings can be cured by freeing railroads from 
fair competitive disadv: antages and destructive tax burdens which 
ce common carriage on the private enterprise basis increasingly 
heult. 
Senator ScnorrreL. What do you consider some of the glaring de 
uctive tax burdens ¢ 
Mr. Symes. I think the transportation tax on freight is one. I 
nk that the 10 percent tax on passenger fares is a very destructive 
. where the railroad industry is now losing close to $700 million 
ear in handling passenger transport: ition. The tax was put on 
iring the war years to discourage people from traveling. Yet it is 
. public service and in a great many States we can’t take it off. And 
n to put that temporary tax on the passenger situation I think is 
ssly unfair. 
If it is going to be there at all, it ought to be in the rate where we 
losing money as a public servant. 


77964—-56——12 
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Senator Scuorrren. I agree with you thoroughly that that tax was 
put on in an emergency period and we forgot all about it now, and 
we take it as one of these continuing things and will probably have a 
battle to get it off because everybody wants more money. 

Mr. Symes. Yes, sir: and getting into State taxes, in the State 
New .Je rsey, into whic h we operate, the State of New Jersey takes, | 
tuxes, more than the entire net income of every railroad in the State 
of New Jersey. Practically 150 percent of the net income before taxes 
‘ coes to the State in taxes. 

Senator ScuoerrreL. What would happen if all the States did that ? 

Mr. Symes. We would just go out of business. The Government 
would take us and there would be no taxing prob lem. 

Senator Frear. Mr. Chairman, I recognize I am not a member of 
this committee. 

Senator ScCHOEPPEL. Senator Frear. 

Senator Frear. You are speaking of the transportation tax im 
posed by the Government. Who collects that tax ? 

Mr. Symes. The railroads collect it at their expense and turn it 
over to the Government. 

Senator Frear. What does it cost the railroads to collect it? 

Mr. Symes. I couldn’t say for the industry as a whole. I would 
say for us it would cost three or four hundred thousand dollars. 


Senator Frear. Are all other industries in the same class of e 
) 


lecting Federal taxes—at the expense of the industries? 

Mr. Symes. I am not sure whether they deduct that as an expense 
and make a net return or not. We can’t. 
Senator Frear. Thank you very much, and thank you, Mr. Chan 


Mian. 

Mr. Symes. The railroads must be permitted a greater flexibility 
so that they will have the opportunity, through ecnnpestitive measures, 
to level out the peaks and valleys in their business experience, and be 
assured of an opportunity to maintain a relatively stable level of 
traflic so that their equipment needs can be accurately predicted, and 
the financial demands of these needs reasonably assured. The report 
of the Presidential Advisory Committee on Transport Policy and 
Organization recognized the legislative needs of the transportatio. 
industry, and legislation has been introduced in this session of Con- 
gress to carry out the findings of that report. That is the kind of 
legislative action that will permit the railroads to correct the basically 
unhealthy conditions which manifest themselves in situations such 
as the car shortage which we are here considering. 

This brings me to the second cause of the car shortage, which is 
the abrupt increase in demands for transportation and the concurrent 
inability of the car suppliers to meet the sharply increased car orders. 
History demonstrates that cars will be ordered when it becomes cleat 
that they are needed and they will be purchased at that time in sufficient 
numbers to meet the needs because no railroad can afford to have 
insufficient sqiipment to move available traffic. But the railroad 
industry is again faced with a problem which it has frequently faced 
before and over which it has no control. Shortages of materials make 
it impossible for the car-building companies to fill the car needs. At 
the present time there are 137,000 cars on order but the car-building 
shops are working at one-half of their 10,000 cars per month capacity 
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ecause the car supphers are unable to get the steel and materials for 
e construction of cars which are on order. Can anyone reasonably 

expect that a penalty per diem charge could in any way expedite the 
livery of these cars Nevertheless, under the legislation which will 
proposed a company that had these cars on order but was unable 
secure them because of conditions completely outside its control 
nid be penalized for renting cars in the meantime. 

Most of my remarks thus far have been designed principally to 
nonstrate that a penalty per diem charge could not have the effect 
ncreasing the total national car supply. I have dealt with this 

pect in detail because this was the principal reason advanced in sup- 

rt of such legislation in the past and I feel sure it will continue to be 
principal supporting argument advanced to this committee. They 
ve also suggested in the past—and will again I am sure—that the 
alty per diem charge will have the additional effect of expediting 
return of cars to the home roads thereby increasing the efficiency 
the present car supply. The criticisms which I have directed to 
= legislation condemn it from whatever aspect it may be approached. 
ems Clear, however, that penalty per diem is particularly unsuited 

i remedy for delays in the movement of freight cars. The Commis- 
now has the statutory power to issue orders directed to particular 
(tions and particular railroads so as to require that they make cars 

lable to meet emergency conditions. The AAR and the Commis- 

n constantly issue orders designed to cope with such emergencies, 
eof which I have already pointed out. 

\vain, for example, beginning April 23, 1956, pursuant to Car Serv- 
Division Order P—96, the ee Railroad has been directed 
leliver to C. b. & Q. Railroad 75 serviceable plain boxears daily, 
ept Eastern Junction Rule 2 and Canadian ownerships. This Car 

e Division Order was issued under the provision of [ICC Service 

r No. 911. Similarly, Car Service Division Order P-36 directing 

very of 25 empty serviceable boxcars daily to the Soo Line also 
been issued pursuant to this authority. 

These are but a few examples of the means available under the exist- 

v statutory authority by which the Commission, through the AAR, 

- the power to deal with particular car shortages as they arise. No 

\iended argument is necessary to establish that this direct: method 
dealing with problems as they arise is superior to the ineffectual and 
quitable means proposed in this penalty per diem legislation. 

Senator ScHorpreL. Let me ask you, as president of the Pennsyl- 

t Railroad, and your experience with the orders of the ICC, what 

- been the percentage of compliance generally 4 

Mr. Symes. It hasn’t been 100 percent, Senator. There have been 

rtain deficiencies under it, and through negotiations with AAR and 

on they are straightened out. Sometimes some of the railroads that 
cet them think they are unfair but, notwithstanding that, they hold the 
and insist they are, or they might give them some relief. But 
venerally I would say that the car service rules as they are now set up 
| tried under years of experience, which in effect means that you 
the op port unity of loading a foreign car home or in the direction 

f home, that is your first obligation; and, failing in that, get the car 
ie empty. that plus the powers to issue special orders on special 
pment in certain areas during car shortages, is the most effective, 
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practicable, equitable plan yet devised in my opinion. It is onl) 
natural, and I suppose I am guilty too. Ke or ieaeiails we load gondo|s 
cars off the Pennsylvania Railroad more than come to us. Certain|; 
we couldnt possibly expect to have 100 percent of our gondola ¢ 
ownership on line when we are loading more off line all the time. We 
figure about 90 percent of our gondolas on line is what we should own 
taking into account what we load off line. And I think the same is tr 
in any case where a railroad loads off more cars than it receives. [| 
can’t expect to have 100 percent on line. 

Then as you get into penalty per diem, what will be the practica 
effect of it? In my opinion, if some of these railroads are permitted to 
misuse a car by reason of the penalty, they are going to appeal where 
vuthorized. We are paying to misuse it. As a practical matter yo 
are going to see that happen. So actually if you substitute that 21 
expect to get cars, you won't get it and you will increase empty ca: 
mileage and there will be less tonnage loaded in my Opinion with t! 
exis ing car fleet. I think it is that simple as a practical mat‘er. 

It is apparent from what I have said that the proposal to increas 
the per diem rate in time of car shortages as a penalty cannot resuli 
in alleviating car shortages either by encouraging the acquisition of 
new cars or by increasing the utilization of existing cars. The pro 
posal, if enacted, would result in inequitable financial burdens on thos 
railroads which are least able to bear such burdens and would offer 1 
resulting benefits to the shipping public. <A real solution to the bas 
railroad problems, which give rise to conditions such as we are here con 
sidering, can only be realized by the enactment of legislation design: 
to improve the economic position of the railroad industry as a whole 
and legislation implementing the recommendations of the President’: 
Advisory Committee on Transportation would be an important ste) 
in that direction. 

That, gentlemen, goes to the core of the existing car shortage and is 
not a highly theoretical, entirely impractical arrangement such as 
penalty per diem charge when there is a car shortage. In that con 
nection, I would like to make one observation here, and I heard the 
gentleman ahead of me predicting the tremendous transportatior 
needs of this country in the next 5 or 10 years. I agree with hin 
I think it will be terrific. As you find the national gross product. 
according to the experts, what they figure it will be in 1965, toget hei 
with our population growth, I think the railroads will be called 
upon—should be called upon as an efficient transportation instru 
ment—for the volume of business that will take an awfully lot of 
freight cars. Somebody mentioned the piggy back going to result 11 
reducing the number of boxcars required. 

In my opinion the piggy-back service is going to take more of tli 
business away from trucks than it is now taking, plus potential truck 
business, and we will still have a tremendous demand for boxcars. 
It will be a new service which the railroads will participate in greate: 
and greater. But then getting back to the necessities of the railroad, 
I would like to cite something that has happened on our railroad in 
the last 6 or 7 months. 

We have been fortunate enough in attracting 10 very large indus 
tries on our railroad. Incidentally, Ohio has been very fortunate 
Anyhow we have. What is that going to mean!’ First they are 
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ng to cost about $600 million in construction. They are going to 
iploy from fifty to sixty thousand people. They are going to give 
freight revenue of about $20 million. And naturally it sounds 
od and we like it and we do look at it long range. It shows some 
the demands that will be made on the railroads. But let’s analyze 
t as to the necessities of the railroad. 
W e will probably be confronted with an expenditure of $10 million 
provide the supporting facilities to support these industries, sup- 
rting track facilities, in the way of a yard and servicing facilities to 
id cars right at the industry’s door. But to get that $20 million 
rth of gross is going to take roughly about $40 million worth of 
freight cars. It will be spread over a year or so, but we are con- 
nted with that. It will take pretty close to 4,000 freight cars. 
(hen it is going to take pretty close to $10 million to buy ‘the loco- 
tives to pull those fre ight cars. So we are going to be confronted 
th an expe onditure of about $60 million. 
Now let’s assume, for example, that that $20 million gross revenue 
are getting, if you follow that figure, that a third of it is profit, 
little over $6 million profit. But there is a $60 million expendi- 
ture. It will take 10 years of the profit from that traflic to get back 
facilities we have to provide for those industries, and we want to 
it; it Is our growing economy. But the railroads are going to be 
faced with a lot of that in the next 10 years to keep pace with this 
economy; in addition there will be technological improvements com- 
¢ in here that will reduce costs, and it will take money to do it with, 
tin the long run it is going to keep the cost of transportation down. 
So that to me is the important thing in the car shortage and the 
future growth of the entire railroad industry, if we are going to keep 
ice With the economy, and certainly we should. It is a necessity. 
Senator Scuorrret. Senator Bricker ¢ 
Senator Bricker. I have no questions. 
Senator SCHOEPPEL. Senator Frear ! 
Senator Frear. May I impose again for a few short questions? 
Senator Scnorrren. Surely. 
Senator Frear. Are the per diem rates the same for all classes of 
na 9 
Mr. Symes. Yes, sir, $2.40 per car per day, whether a flat car or 
hopper. In addition to. that, of course on the private cars there is a 
nileage rate instead of a per diem, so much per car per car-mile. 
It might be 2 cents, 4 cents, or 5 cents. 
Senator Frear. What is the average cost of constructing a boxcar ? 
Mr. Symes. It will fluctuate. I would say that the average cost 
oday would be just about $8,000, 
Senator Frear. And a hopper car, say 4 
Mr. Symes. The last hopper cars that we are getting will run about 
s7.800 to $8,000. 
Senator Frear. There is very little difference between the construc- 
on of a hopper car and box car? 
Mr. Symes. Very little. You asked the question this morning I 
ieve of Mr. Selig, as to whether labor and materials were the re- 
ilt of these cars going up as much as they have, and some of these 
specialties. I do know that if you go back to 1939, when we were get- 
ng some new cars, you could have gotten them at $2,900. If you 
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use the same identical specifications of that car in 1939 today, just 
the same specifications, it would run about $7,900 to $8,000. So 
has gone up over two and a half times. 

Senator Frear. Does your per diem include Sundays and holiday 

Mr. Symes. Per diem went up to $2.40. 

Senator Frear. Do you pay per diem on Sundays and holidays ? 

Mr. Symes. Yes. It is ona daily basis. But we don’t collect di 
murrage on Saturdays and Sundays. 

Senator ScHOEPPEL. Mr. Symes, I take it from what you have sa 
here that it is your judgment that the type of legislation propose 
here would be unconstitutional ? 

Mr. Symes. That is the opinion of a great many lawyers. It was 
tested before as you remember. Not being a lawyer, 1 am only ma! 
ing that statement on the advise of some lawyers. 

Senator Scuoerre.. Thank you very much, Mr. Symes. 

Mr. Symes. Thank you. 

Senator ScHoerreL. The Senate is in session but unless they se1 
the Sergeant at Arms up here, we will take another witness or two 
Is Mr. Preston Richards, Deputy Administrator, Commodity Mobi! 
zation Service, of this city, present ¢ 

Mr. Richards, I note that you have a prepared statement. You ma 
proceed, sll 


STATEMENT OF PRESTON RICHARDS, DEPUTY ADMINISTRATOR, 
CSS, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Ricuarps. Mr. Chairman, what I have to say has to do with th 
handling of grain by the Commodity Credit Corporation and thi 
price support program in relation to the grain movement to the short 
age of boxcars. 

Senator Scuorrrer. This has been causing more difficulty in the 
great grain producing areas than we have been able to explain awa) 

We will be happy to have your views on it. 

Mr. Riciarps. A shortage of boxcars for shipping grain is facing 
producers, the trade, and the Government this year. The problen 
is not a new one: it has recurred annually with varying degrees o1 
intensity, depending on the volume of new crop production and th 
quantity of grain taken over by CCC from the previous year’ 
production. 

The problem has, over the years, been growing more acute because of 
three developments: 

(1) There has been a progressive speeding up of harvest opera 
tions resulting from the increasing use of combines. Since 1940, the 
number of combines in use has about quadrupled. Where it once re 
quired 5 or 6 hours of labor to harvest and thresh an acre of wheat. 
this service is now performed in less than 1 hour. As a result, t 
movement of wheat and other small grains off farms to the countrys 
elevators has become more and more concentrated, and the grain 
tendered to the railroads in a much shorter period of time. 

(2) Price supports to farmers are intended by legislation to serve 
as floors under market prices to encourage orderly marketing and to 
even out seasonal price movements. In the past few years the rela 
tionship between the market price for cae and the support level 
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as been such that a smaller percentage of loans has been repaid 

han was formerly the case and this has greatly increased takeover 
ww CCC of grain p laced under price support. 

Phis resulted in giving the railroads the task of moving substantial 
ortions of the preceding year’s crops from country to terminal eleva 
vs and from terminal elevators to the ports just prior to or during 

period when the railroads were expected to supply boxecars fo! 
uding current crops. 

(3) The inadequacy of available boxcar facilities to meet the trans 
portation require — at present levels of industrial and agricultural 

roduction is shown by the fact that the number of boxcars today is 
actically the same as it was 6 years ago. 

n the summer of 1950, when there was a severe shortage of boxcars, 

ere were about 706,000 boxcars in use. To meet the acute shortage 
of cars, a conce rted program to increase boxcars was initiated, with 

n objective of T7501 0 cars. Sinee 1950, however, total boxcar owner 

never reac nad a figure beyond 737,000 cars, and today ownership 
tands at about 718,000 cars, or about the same as 6 years ago. 

Phere has also been practically no increase since 1950 in the total 
uber of all freight cars in service in the United States. In the 
ime period, however, industrial production has increased by nearly 

percent, and agricultural production about 7 percent. 

\lthough the perennial boxcar shortage is unlikely to be resolved 

til enough boxears are available in the United States to meet the 
ransportation needs at current levels of agricultural and industrial 

oduction, certain factors have aggravated the shortage. Among 
ese factors are prolonged delays in unloading boxecars at shipping 
nts and at times a heavy movement of grain by CCC to terminal 

d port position. 

With respect to the movement of CCC grain, a number of ques 
tions have been raised in an effort to alleviate the problem of boxcar 
shortages. The more pertinent of these questions relate to the pos 

lity of advancing the movement of CCC grain or of deferring it 

til the heavy harvest load is out of the way. Regarding these ques 
t caitied following facts and comments are given: 

Over a period of years, the Department has received many requests 
for advancing, sti iggering, or retarding loan maturity dates, and 

any of such requests were based on considerations other than the 
transportation problem. Producers generally want later maturity 
lates in order to allow them more time in which to take advantage of 
rising price trends that frequently develop towards the end of the 

urketing year. At the same time, some warehousemen and trans 
portation groups generally have asked for an advance in the maturity 
late. 

When a maturity date for loans and purchase agreements is estab 

shed, or consideration is given to changing a maturity date, all factors 
iifecting all groups involved are carefully taken into account. 

The CCC, under its price support programs, acquires unredeemed 
vrain under warehouse storage loans on loan materity dates. One 
of the purposes of the price support programs is to help carry pro 
lucers through temporary seasonal market gluts, enabling them to 
take advantage of better markets latter by ‘selling their crop then 

il paying off the loans. The loan maturity dates, therefore, must 
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be set so as to enable producers insofar as possible to dispose of thei 
grain through regular trade channels rather than deliver it to CC( 

In the case of wheat, the loan maturity date in the principal produ 
ing areas has been set at March 31, so as to give producers as long 
a period of time as possibe for redeeming their loans and marketing 
their wheat through commercial trade channels. Unredeemed wheat 
acquired by CCC on the maturity date is moved from country points 
to terminal storage as rapidly as possible in order that storage space 
will be available for new crops. As soon as title is taken to the wheat, 
it is shipped to the fullest extent of availability of boxcars and termina| 
storage space. 

t. In order to help alleviate the annually recurring heavy demand 
for boxcars, the Department advanced as far as practicable the ma 
turity dates for the grain price-support programs presently in effect 
In the case of wheat loans, the maturity date is February 28 in the 
Kastern and Southeastern States and March 51 in the other States: 
for grain sorghums, the maturity date is March 31 in all areas; for 
oats, barley, and rye, the maturity date is February 28 in the Easten 
and Southeastern States and April 30 in other States; for flaxseed, it 
is January 31 in Arizona and California and April 30 in other States; 
for soybeans, May 31 in all areas; and for corn, loans mature on 
July 31. 

For wheat. the maturity dates now in effect have been advanced 
month in the main producing States and 2 months in other designated 
States as compared with the maturity dates in effect for the crop 
of 1954. 

A. further staggering of maturity dates would not be practical, par 
ticularly as between different areas for one commodity. For example, 
advancing the maturity date for wheat in the Southwest, as has been 
suggested, would place winter wheat producers at a disadvantage as 
compared with producers in other areas by shortening the period 
within which they may be able to take advantage of rising market 
prices. Also, earlier maturity dates would increase the amount of 
grain taken over by the CCC in that area and remove from normal 
trade channels grain that would otherwise have been marketed by 
the later maturity date. 

Later maturity dates have frequently been suggested. Obviously, 
such a course of action could not be considered, since it would result 
in producers not being able to place their new crops into storage space 
acceptable for loans. 

In the past few years the quantities of grain, particularly corn and 
wheat, owned by CCC have greatly increased. We own about 750 
million bushels of corn and 850 million bushels of wheat. Because of 
our ownership of this tremendous quantity of grain we have large 
amounts stored at port elevators, at interior terminal elevators, and 
at country points. Much of the time the limiting factor on our ability 
to move grain from country points is the availability of export outlets 
and of space in terminal elevators. Because of this situation we are 
generally able to ship wheat and corn on a year-round basis from 
country points as export outlets or terminal space becomes available. 
This to a considerable extent reduces or eliminates any advantages 1n 
utilization of boxcars that could be obtained by staggering price 
support loan maturity cates. 
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Phe Department of Agriculture, through its regional commodity 

lices, is doing everything possible to coordinate its transportation 

eds with the needs of the trade. When acute shortages develop. 
ding orders are temporarily suspended in order to release substan 
numbers of boxcars for the use of other shippers. While it is 
in'ent of the Department to continue such assistance to the maxi 
iin eXtent practicable, it must also be realized that to the extent that 
boxcar problem is alleviated by cack measures, the problem of 
oncentrating CCC grain is correspon dingly aggravated. 

al 


hie Department is fully aware oj the detriment effects of a boxecat 


tage on producers, the grain trade, and other seginents of our 
lomly. However, the blocking of country elevator space by Gol 
un and the resultant inability of producers to avail themselves of 
ive for their new Crops are equally dist uptive. 


While recognizing that inadequate incentives toward prompt 
ling and unloading and reducing empty car mileage to a minimum 
been and continues to be a contributing factor in the annually 
rring boxcar shortage, the inadequacy of existing transportation 
pment to handle freight requirements at present levels of agricul 
| and industrial production cannot be expected to be fully over 

merely by more efficient utilization of available boxcar facilities. 

, of course, does not minimize the need for measures to bring about 
ased efliciency through more adequate incentives to expeditious 

ment, distribution, interchange, or return of freight cars. 

e xpedit ing the reconcentration of CCC grain as quickly as tit 

‘grain is taken: by staggering the maturity dates to the mux) 
| extent con anh with the effective and eflicient functioning = 
price-sup port progr am; by cooperating with the private trade 
| efficiently utilizing available transporiation facilities; and by en 
ing proposed legislation designed to expedite the handling of the 

ing supply of boxcars and to create increased incentives toward 
iequisition of more cars, the Department has done everything in 
power to contribute toward alleviating the recurring boxcar 
blem, 

Senator Scnorrret. I would like to ask you whether you have in 

' Department some designated group of individuals who coordi 

ate wae requirements with the American Association of Railroads 
get the utmost in the off-peak loading time by reason of the harvest 
eason. 
Mr. Rrewarps. Our five grain offices—Chicago, Minneapolis, Port- 
|, Kansas City, and Dallas—are continually working with the rail 
id groups, and we have a group here in Washington which works 
th the American Association on an overall basis. 
Senator ScnorrprPe,. Over a period of years, since you have been 
indling these surpluses. I presume that you have been able to find out 
ut what percentage of grain will come into the Government’s hands 
spite the fact that they could redeem it. Do you allow for the per- 
tage and do you move out relatively close to that percentage of 
grain, based upon your average experience in that respect, or do you 
ld out that grain until that “loan- free redemption date has ex pired 
Mr, Ricnarps. I have a table here. I might say that maybe this 
ild partially answer your question, Senator Sc hoeppel. In the year 
eginning July 1954, our total grain movement was about 354,000 cars. 
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At the peak, the peak month of that movement was 60.000 cars. Thy 
low point was about twelve and a half thousand. This vear it looks 
like our total movement will be 580,000 cars, and our peak month will 
be about 60.000, wie our low month will be about 30.000. So we have. 
through the vears, I think, tended to reduce the seasonal. We hay 
tended to move more in the off-season than we did in the heavy season, 

Senator ScnorpreL. The reason I ask that question is that we are 
frequently confronted with it and I am sure it is a fair statement to 
say that—I know the railroads are cooperating—the railroads do fee] 
that there isa rigidity there that has caused the tving up of the mov 
ment of grain. It is always easier, of course, to look at it from hind 
sight than foresight. 

Mr. Rrenarps. We recently got producers to mature some loans 
early and we had quite an early movement from the northwest area 
into the Duluth-Minneapolis terminals in an effort to make that move 
ment earlier rather than late. It is a continual problem because thy 
producer likes to keep the grain as long as he can. Of course if it is 
stored in a country elevator and we move it out of the country elevator 
early we tend to do that if we have terminal space. But that at the 
same time reduces the country elevator’s income if he doesn’t have 
grain coming on for the new crop. So we are moving in that directio1 
asmuchas wecan. But still we have—I think we will still havea — 
period here in which our take over time when we take over wheat, s 
at the end of March, and the other small grains shortly after that, 
will continue to have a pretty difficult problem. 

Senator Scuorrrer. I don’t intend to burden this record here but | 
am quite sure that from the standpoint of the Agricultural Committee 
there will probably be some requests to take another look at that with 
reference to some adjustments that have been suggested that might be 
extremely helpful. Senator Bricker, do you have any questions? 

Senator Bricker. You mentioned that you have done your part by 
endorsing proposed = we ition designed to expedite the handling ot 
the existing supply of boxcars, and to create increased incentive to 
ward the acquisition of more cars. Specifically, what do you mean 
by that? 

Mr. Ricuarps. Senator Bricker, the Department has endorsed the 
proposed legislation, S-2770. I am not a transportation specialist. 
Mr. Pease from the Department is here. I would rather have hin 
talk about that particular thing. My main job is to handle CCC 
matters. It is our understanding that this will increase the efficiency 

Senator Bricker. In the light of what do you come to that under- 
standing ? 

Mr. Rienarps. I would rather have Mr. Pease testify to that. 

Senator Bricker. I will wait for him. The same thing would b 
true with regard to the acquisition of more cars ¢ 

Mr. Ricuarps. Yes, sir. 

Senator Scuorrrer. I understand that Mr. Pease is here. You 
have a short statement. You have made a request to testify. Since 
your statement is short, it might be pertinent to have you testify now 
with reference to Senator Bricker’s questions. We w il] hear you now 

It is my purpose then, following the testimony of Mr. Pease, and the 
questioning, to recess until 10 o'clock tomorrow morning. I stated 
that so that you gentlemen can schedule vour time. 

Mr. Pease, you may proceed. 
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STATEMENT OF J. L. PEASE, ASSISTANT CHIEF OF THE FREIGHT 
RATE SERVICE BRANCH, SPECIAL SERVICES DIVISION, AGRI- 
CULTURAL MARKETING SERVICE, UNITED STATES DEPARTMENT 
OF AGRICULTURE 


Mr. Pease. My name is J. L. Pease. I am Assistant Chief of the 
Freight Rate Service, Special Service Division, Agricultural Market- 

¢ Service, United States Department of Agriculture. 

My entire working life has been spent in transportation work; first, 

the operating department of a railroad; second, with a private re- 
gerator carline: third, as trafic manager of a large west coast ship- 

er; and fourth, in the transportation adjustment and litigation work 
» Department where I have been employed for the past 16 years. 

rhe Department recommends passage of S. 2770. The purpose of 
bill is to amend section 1(15) of the Interstate Commerce Act 

as to aid in alleviating shortage of railroad freight cars during 

—_ of emergency or threatened emergency and for other purposes. 
nder section 1(1? ») of the act, the Interstate Commerce Commis- 
now has authority, in emergencies resulting in shortage of equip- 

ent, to suspend operations of car-service rules and regulations or 
tices and make such other reasonable rules and regulations as 
|, in its opinion, alleviate the emergencies and promote the public 

“aie 

nder this authority the Commission may require the railroads to 
ess penalty demurrage or detention charges against shippers and 
vers to expedite loading and unloading. 

However, there is no clear-cut authority for the imposition of any 
ilties against the railroads except those brought under civil action 
the United States. These penalties are post facto and are often 
low as to make appropriation of the equipment profitable. 

We believe the Commission should have clear-cut authority to im 

penalty per diem, rental or mileage charges for delay by non 
ning lines to the equipment of its more fully equipped connections. 
. we believe, would expedite the return of equipment to the home 
ritory, prevent. recurrences of car shortages, and assist in the mar 
ig and distribution of agricultural prodnuets as well as other 
‘hat concludes my statement, Mr. Chairman. 
Senator SciorpreL. Senator Bricker / 

Senator Bricker. In the light of the questions that I asked a 
oment ago, of course this means that you are going to endorse this 
ll providing for the penalties. Have you taken into consideration 
he constitutional aspects of it? 

Mr. Pease. No, sir, quite frankly we hadn't. 

Senator Bricker. Had you considered the facts as submitted here 

7 nt ago by Mr. Symes in coming to your conclusion 4 

Pease. We had given that some consideration, yes. We be- 

a and still believe that the Commission, if given this authority, 
| use it with some judicious management and will use it only at 

mes when the shortages are bad, the situation is extremely urgent. 
\t least we hope so, 

Senator Bricker. You don’t believe that the present authority they 

ve is practical ? 





180 AMENDING INTERSTATE COMMERCE ACT 


Mr. Pease. I think it would be practical if it had some teeth in 
but it has no teeth. 

Senator Bricker. It has been pretty well complied with, thou; 
hasn’t it, when orders are issued ? 

Mr. Pease. I think that is correct, to the best of the abilities of | 
carriers. 

Senator Bricker. You mentioned also here, “to create increas 
incentive toward the acquisition of more cars.” What has been di 
by the Agriculture Department along that line if they could 
anything ¢ 

Mr. Prasr. I don’t think we could do much about it. 

Senator Bricker. That is my thought. It is hardly in y 
province. 

Mr. Pease. No, sir. 

Senator Bricker. Thank you. 

Senator Scuorrrer. Thank you, Mr. Pease. 

By reason of the schedule in the Senate this afternoon, we w 
reconvene here at 10 o’clock sharp tomorrow morning. It will be ou 
desire to hear all the rest of the witnesses, if possible, tomorrow for 
noon, and if it is not possible, we will then try to work out som 
schedule to hear the remaining ones tomorrow afternoon. I am sorr) 
that that has to be arranged, but that is the best that we can do toda) 

The hearing is recessed until tomorrow morning at 10 o’clock. 

(Thereupon, at 11:33 a. m., the committee was adjourned, to reco: 
vene at 10 a. m., Tuesday, May 8, 1956.) 
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UNITED STATES SENATE, 
CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
SUBCOMMITTEE ON 8. 2770, 
Washington, D.C. 
(he special subcommittee met, pursuant to adjournment, at 10:0 
1., in room G-16, United States Capitol, the Honorable Andrew 
schoeppel, presiding. 
Present: Senators Magnuson (chairman of the commitiee) and 
oeppel. 
\lso present: Frank L. Barton, transportation counsel. 
Senator ScuorrreL. The committee will come to order, jlease. 
When we ——— yesterday afternoon, let the record show that 
\ir. George F. Glacy, vice president, accounting and finance, of the 
ton & Maine Railroad, was present and expected to testify this 
ning. By reason of another commitment, which he could not 
d, he has asked that we have inserted in the record in the morning 
ion his statement, which we are now doing for the benefit of the 


rd. 


STATEMENT OF GEORGE F. GLACY, VICE PRESIDENT, ACCOUNTING 
AND FINANCE, BOSTON & MAINE RAILROAD 


Mr. Gnacy. My name is George F. Glacy. I am vice president, 
unting and finance, Boston & Maine Railroad, the principal office 
vhich is at 150 Causeway Street, Boston, Mass. 

Prior witnesses have discussed S. 2770 from the point of view of 
difficulties of administering the law. I heartily concur that ad- 
istering penalty per diem under such a law would present immense, 

I think, unsolvable problems as Mr. Preston and Mr, Gass have 
ted out. But you have also heard (or will hear) railroad wit- 

‘ses who say that the princ iple of pen: uty per creas is sound even 
this particular bill won’t do the job it’s intended to do. 

[ should like to voice the strongest possible opposition to the prin- 
le of penalty per diem. Such a penalty amounts to conviction and 
without proof of fault. 

Let us assume, for the moment, that you can define a car shortage 
) simple task, as Mr. Gass demonstrates), your next questions are: 

caused it and how is it to be cured ? 

People outside the railroad industry quickly say: the answer is 
y; the railroads own too few cars. And within the railroad indus- 
a number of the large car owners say that the shortline carriers 
those who are predominantly traffic terminating lines should buy 


isl 
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more cars. But if vou inquire what specific carriers should buy wl 
ypes of car and how many of each, nobody can tell you. Is railro 
derelict in its duty because it has only 1,000 boxcars while B | 
90 Or is road C to be criticized because it has only LOO ectichael 
» 1) has 10.000 4 
C rtainly no one would say that every railroad should have eq: 
wnership in all types of cars. And who is to say what each carrier’ 
“eke of ownership rae be? No one has come forward as yet 
issume this responsibility. No one, therefore, has set up any standar 
to measure the proper level of car ownership by types of cars so o 
in tell which carriers are fulfilling their ownership obligations a 
vhich are not. 
Many terminating and shortline railroads cannot possibly justi 


large car ownership. Boston & Maine, for example, receives thre: 
loaded cars for every car it loads off line. Other terminating roa 
have even more adverse ratios. And the obvious result is that thi 


terminating carrier—in order to avoid hauling an unnecessarily larg: 
number of empty cars—unloads the foreign cars received and, to the 
extent possible, loads them for the return movement. It does not us 
its own cars when a foreign car can be used for two reasons: First, 
because it makes no economic sense to double the size of your trans 
portation workload (in back-hauling empties) just to use your own 
car; and second, because the car service rules forbid vou to use you 
own car for off-line loading if a foreign car is available to do the jol 
The car service rules, in other words, reflect the best judgme nt of the 
railroad industry as to wise transportation economics, and in this 
revard they reflect the judgment of the large-car-owning railroads, 
inasmuch as the car service rules as they are presently written could 
never have come into existence without their active cooperation and 
consent. 
At this point T should like to refocus vour attention upon the pri 
ciple of penalty per diem in the light of the foregoing discussion. 
Penalty per diem would penalize terminating and short-line carriers 
regardless of whether they are at fault in causing or aggravating 
car shortage. The reason, I Sav this, I will now trv tome: ake clear: 
Most of the car ownership in this country is vested in the big ra 
roads who are predominantly traffic originating carriers. The term 
nating and short-line railroads own relatively few cars because the: 
are carriers whose predominant transportation job is to terminat 
rail traffic, and we have seen that it does not make economic sense fo1 
them to have large-car ownership. The result is that the originating 
lines tend to have what are known as per diem credit balances, that is. 
more cars of their ownership are off line than the cars of foreign 
ownership on line, and so they earn more per diem rent than they must 
pay out to others. Conversely, the terminating or short-line carriers 
tend to have per diem debit balances. In other words, those terminat 
ing carriers pay out more in car rent than they receive from others. 
Penalty per diem therefore can have only one effect. That is, it 
will increase the credit balances of those large-car-owning roads now 
enjoving them and it will increase the debit balances of the small te: 
minating and short-line carriers. Practically the whole weight ot 
the penalty will inevits ably fall on the terminating and short-lin 
carriers regardless of who is at fault in creating or aggravating an 
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ven car shortage. A good many small termimating and short-line 


riers are not in a position to pay the huge fines which penalty pet 
m would Impose, ‘To some, indeed, the HN posi tion would be a 


tter of economic life and death. 
Let me again emphasize my point. Penalty per 
carriers to economic death—and without anv proof that 


so sentenced to death was guilty of any wrongdoing in 


diem would sen 


e Tans 
‘arrier 

pect of car supply elie armovement, 

\ number of the supporters of the 

e justified it on such grounds as ee 

|) That in times of car shortage the cars owned by large originat 

rcurriers are “appropriated” by other carriers with the result that 
originating carriers lose business the ‘vy would otherwise enjoy. 

Y) That in times of car shortage the value of a car is higher than 

mes of car surplus and therefore a higher rent should be paid for it. 
}) That a higher (or penalty) per diem rate will cause cars to be 

ned around faster. 
\s to the first, justification—that is, the “appropriation” idea—I 
rirest the possibility that the word ise mp loved because of its emo 

tional overtones. “To appropriate” suggests such disturbing ideas as 
‘taking of property without compensation. But a is the “ap 
ypriati me were talking about? It is nothing more or less than 

A’s car by B. And it is important to recognize a fact: 

{ is: car 1s ed by B because A has rece ‘ived woods from a shipper 

}tells A to transport them from a point on A’s line to a point on 
3, therefore, has no choice but to receive A’s car and haul it to 
nation. What sort of “appropriation” is this Would A prefer 


the 


principle ot penalty per diem 


car be unloaded at the interchange point and reloaded into 
‘ ‘To do so would turn back the transportation clock 75 years, 


ar! 
coule 1 have oniy one sequel: 
¢ to other forms of transportation. 
tl he originating carriers may protest : “No, we don’t accuse B of ap 
priating the car when he receives a through shipment from A; but 
py ropriates it when he uses it to haul goods for his shippers.” 
ut again, we must consider the car service rules which require B to 
ise A’s car rather than his own if A’s is available. Would A have 
leny his shippers transportation and ship A’s car back empty? That 

iid only transfer the car shortage from A’s territory to B’s. 

Looking at this matter unemotion: rally, we observe that “appropria 
describes an activity which is precisely the same whether a cat 

ortage Is involved or not; that is to say: the use by one carrier of 

ther carrier's car. But by using a word like “appropriation” 
can trigger emotional reactions and prejudices against carriers 
chown small fleets of cars. 

[ssentially one is merely expressing exasperation over the fact that 
shortages exist and the complainants can’t carry as much traftic 
earn as much revenue as they would if there were no car short 

e. But don’t forget that A’s loss of revenue is B’s loss, too. Both 

lroads are deeply involved in revenue loss when car shortages exist. 

So, to talk about “appropri: ition” of cars is not to face up to the 

It is simply to accuse the other fellow of wrongdoing 

the trouble of showing what sort of error he is com 


the railroad industry would lose all 


¢ problem. 
a taking 
(ting. 
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I now turn to the assertion that a car has greater value in times 
of car shortage than otherwise and so a higher rent should be charged 
for its use. A plausible argument, no doubt, but it overlooks facts 
about the railroad picture which modify the impact of this particula 
law of supply and demand. 

With respect to the interchange of freight cars the railroad indus- 
try is one vast integrated transportation network. The terminating 
ri ailroad, for example, is not at liberty to refuse to receive the other 
carrier’s car. The terminating carrier, moreover, cannot refuse to 
use that car in loading off line. Such being the case, it is hardly 
correct to say that the car has a high “rental” value to any particula: 
carrier in times of car shortage. (1 might point out parenthetical|, 
that the corollary of any such proposition is that the car must have 

low rental value in times of car surplus. I doubt the car owners 
would like to adopt the corollary.) 

But to return to my main point, any car has value as a transporta 
tion tool to all railroads involved in hauling it on a given transporta- 
tion job. It is not a “rental” value in the same sense as the rental value 
of a building which a tenant can choose to lease or not as he wil! 
Freight cars must be used by any carrier to whom they are offered i1 
interchange; and so, although we speak of “car hire” and “rent,” 
those terms describe quite a different relationship than the ordinary 
landlord and tenant relationship. 

Freight cars are not bought to serve the economic end of rent return, 
is a building might be. They are bought to provide transportation. 
To say that they have higher value during times of car shortage is 
merely one more way of saying that car shortages are unfortunate since 
they prevent all r ailroads (not just the car-owning carriers) from 

‘arrying more freight and earning greater revenues. 

When penalty per diem is justified on the ground of higher rental 
value of a car in times of car shortage (a confusion in theory on its 
face, since if per diem rent would properly fluctuate depending upo 
some measurable change in rental value owing to car supply, ther 
is no need of talking about “penalty” oad diem), the proponent of | 
argument is saying, in effect: there is a car shortage and you tern 
nating lines must make us originating as whole for our less of 
revenues. Never mind Feat your loss of revenues. And we do 
care, either, who is to blame for the car shortage. You terminating 
lines will pay for it. 

Finally, we should inquire into the validity of the argument 1 
penalty per diem will turn the cars around faster and increase the 
car supply in this way. Here again we have a plausible argument bi 
I believe it is more plausible than sound. 

Mr. Gass has already pointed out that the potential causes 
delay in turn around of freight cars are enormous in their natu! 

and extent. He has also demonstrated that the great number of the 
causes of delay are causes which lie beyond the control of the ca: 
riers. In supplement of his remarks, it has been authoritatively st: ited 
that it is a rule of thumb in railroading that freight cars are in thie 
ossession of shippers 50 percent of the time or more; and wii! 
we believe that most of our shippers are cognizant of the desirability 
of fast turn around of freight cars, there will always be occasions 
vhen any given shipper’s industrial requirements will persuade hin 
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detain a car notwithstanding such action is prejudicial to the gen 
| flow of freight cars in the country and notwithstanding such 
On May well contribute to a severe car shortage In certain localities. 
lroads in such cases have absolutely ho recourse, Therefore, if a 
ulty Is assessed Upon a railroad in instances where car turnaround 

not lie within its control, the penalty hurts the railroad but 
=n't alleviate the car shortage one iota. 

It has ~— stated by other witnesses before this committee that in 
es of car shortage railroads have the highest possib le incentive 
love cars quickly, IT have suggested the most obvious reason In my 

er remarks when I pointed out that the failure to turn cars around 
k ly means pote nti: al loss of revenue to all V ailroads hot just the 
fi originating carriers. 

While the incentive for fast turnaround is generally true for the 
istry as a whole, it is particularly true on iy railroad and on 
I'\ terminating or short-line railroad with which | ain familiar 

‘ Boston & Maine had i per diem debit balance of = prox! 
tely S415 million. That means we paid out to other carriers 
WOW more Car rental than we took In from them. When vou 
der that our net income last veal after fixed and contingent 
res Was S9.ZO0000, it is obvious we have every possible incentive 
eep foreign cars moving. In addition to the operating staff which 
stantly on the alert to accelerate car turnaround, we have an 
rienced and responsible operating official whose sole duty is to 
edite foreign car movement in order to vet them off line as quickly 
waa. This is his job at all times—not just in times of cai 
tage. 

Penalty per diem wouldn’t help us move cars faster. It would 
ely jeopardize our financial well-being. 

fo sum up: Penalty per diem legislation is pernicious in principle 
Jinmy judgme nt, would be disastrous in operation. 

Its essential viciousness lies in the fact that it condemns ear using 
roads aus bel nye responsib le for car short: ages on the simp le show nye 

a car shortage exists. No proof of causation is required. 

The practical effect of any such sweeping condemnation of car 
y pailronds is that aimost the whole weight of the fine falls on 
minating and short-line carriers. Thus they suffer not only any 
ry which may be occasioned by the loss ot business and revenue 
mes of car shortage: they also sutfer the loss involved in being 
victed and fined for the existence of an unfortunate aiaahinie 

has not been proved the result of their wrongdoing. 

| trust that neither this committee nor any committee of the Con 

will be party to a legislative proposal which makes the bec" 
roads the scapegoats for the occasional—but always unpleasant 
nomenon of a car shortage, 

Senator ScnoerreL. Richard Jackson, is he here / 

No response. ) 

Senator SCHOEPPEL. Senator Curtis, I note that you are here. The 
rman and T have just concluded that we will permit vou to move 

on out. I know that you have some other committee assign 
ts this morning. We will be glad to hear from you. 
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STATEMENT OF HON. CARL T. CURTIS, A UNITED STATES SENATOR 
FROM THE STATE OF NEBRASKA 


Senntor CurrTIs. Mr. ¢ halrman, I shall he very brief. What | 
about to say is well known to members of this committee. 

It seems as though during the 18 years that I have served in Ci 
that every year we go through about the same thing. Hary 

, our phone begins to ring, we get calls from town af 

the shortage of boxcars. And sometimes the situation 

We have a situation that is much different than in 

harvesting grain. Now that it 1s harvested entirely 

es at one time. 


to 
t 


derstand quite | 
the retm 


that there is no 
anyone else to en 


FOINE TO MW 


our apy] 


ly own sta 
produ 1é 
i Alu bike 


tro 


1 
t} 


i 


entirety. I know 
ms OV the Wester 


& 


on mn my stat 
The createst diffi 
ern roads in the a! 
own tioht bo 

rn roads any gr 


4 


the country tha 


“AL ch wrges and delays that have rone into if have 


{ 


tiie ubiect of manv controversies and questions on the part ¢ 


. ; . . 1 1 Z 
state ut lity fTOUDPS, and it has been brought In nere On a 


( f OCCASIONS, 
I do appreciate, all the members of this committee appreciate, \ 


appearing here and giving us your views for the record. 
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ator Curtis. Thank you, Mr. Chairman. 

ink it must be borne in mind that other groups in our economy 

done their bit on this thing. About 2 years ago we amended the 

iws to provide a rapid amortization for anyone building orain 

A great deal has been built. And that has relieved it some. 

Is one particular problem with the railroads, they haven't 

taken this suggested remedy, ] fee] that they should. it is 
t help, it can be changed, but I think it will help. 

CHarrMAn. And we have extended tax amortization to the 

ds, too, in the building of cars; rapid tax amortization. 

itor CurTIS. Yes. But I think this 1s the problem: If it costs 
thousand dollars to build a car, they wre not boing to be 
about building such great numbers if the rental on them 
justify it. They should have that car back to serve then ow! 

A ; 

itor Scuorpren. Thank vou, Senator Curtis. 


rl bay lor, of the Lin b rlag eC Lan ibe r Co. of Kucel e, Oreo.. 
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EMENT OF ROBERT B. TAYLOR, PARTNER, TIMBERLANE 
LUMBER CO., EUGENE, OREG 

















ytor. Yes, sir. 


SCHO!I 








ir own Ww: 


Payton. Mr. Chairman and members of the committee, and 













lam Robert B. Taylor. a partner in the Timberlane Lun 
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if Kneene, Oreo. 
] he Lamnbe (‘op 1S } who! sale COMDN? P that repre 
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ty per diem. 
el that the railroads have the obligation to provide the 


i] ~and that 3 thy, Tn rs 1? (‘o) meres (‘omm ion’ re 
lity to see that that ol heation is fulAlled. 


ippers of lumber ean get the railroads, by means of Gov 

t ' 1 t1 hd tha 1} t ] ' ] : ] ; 
ecul on r otherwise, tO provide n adequate number of 

IH be unlikely that the Interstate Commerce Commi vill 


eessary to issue such orders as service order 910, recenth 








eh hur sueand hurts nshnadly. 


Bao saat ke Ms 

ron “| t}) ne, eonsicdet ne tl eo issuance ot sery ( order | 
C anrrant Ace . il ‘ mee } rm) . } 
of correct diagnosis, but wrong remedy. Thus far. the 


for whom car ownership is apparently not too profitable, 
n badgered into building some approximate 4,000 cars a 






This car-building program does not even meet the num! 


til i 
that are being retired annually. 
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et last year daily average of cars held beyond free time, 20,91 
his 20,918 times 365 days equals 7,635,070 car-days. 
ou can see from this tabulation that last year the di ally averag 
cars held beyond the free time which can be ¢ alled a service cost 7 
O70 more car-days than the service that was used by transiting lu 
Now, there are many other savings that the above tabulation 
not consider which would even go further to offset the cost in cay 
r-days per year of en method of Say vee we goonies 
lumber shipped i this manner is loaded immed 


Curing process Is cia; ‘rather than going into ste 
estimated 2 additional eae 


which would reduce the 
vice te only lt 0.000 ear-davs a year, 


t, during times of tight car supply, which 
are needed the 


most, ears sold by this meth 
hand ie are loaded to tulle pacity than other ears. ‘TI 
or t sis that a specific order need not be filled, but the Cal 
en sold for what 1s in the ear. 

ator Scuorerer. Mr. Tavlor 


( 
] 
il 


Y 
x 
} 


ided full and t] 
mel r. let me ask vou a quest 
ie that a railroad would deliver a eat 

ling point. Do you have any indi 
attendant de 


lon 
‘to your lumber } 
cation that you might 
| lavs of cars waiting’ to be loaded thet 
re they loaded expeditiously ? 

Mr. ‘Taynior. They are loaded quite expeditiously. The rea 
iat the millowner can anticipate his eut. and the mills selling 
common items that every vard has: that 
stock. They are hot the moldings Ol th e speci ial cutting 
ld by the larger mills. 


1s it are selling 


: ; ; 
when he orders a car outside of 
diate loading. 


t thy 


a mill shut down, he is goi 


th situations where 
specific order of a certal 
order of each specie. | 
that 


n firm order or 
n number of pieces oft 
ft may be that when he 
he has to VO Aarol ind his storage 


fe mav not have : all the des 


hat this committee recommend 
feel that it will force the rat 

We do not want, as shtppers a 

5 © service necessary to distribute ou 
We feel that these 


services are and will 
jong as the 


railroads do not provide enough ears ti 
cessary. We should not have to reduce the com 
e available ear supply. 

Res rulations that restrict service vill not 
If the railroads that have 
do not have the si 


and tighter 1 


to fit the 


increase the car su 
i duty to provide adequate car supp 
Ipp ly of the necessary fleet because there are t 


‘estrictions placed on services, they will not do so be 
they can get by with even fewer cars. 

Thank you, sir. 

Senator Scrorpren. Do vou have any questions, Mr. Chairma: 
The CuarrMan. No questions. 

Senator Scnorpren. Thank you very much, Mr. Taylor. 

Now I understand that with your Oregon group there is a Lloyd C 
Mason, of Salem, Oreg. I think you are next, sir. 





AMENDING INTERSTATE COMMERCE ACT 19] 


rATEMENT OF LLOYD C. MASON, FARMER FROM SALEM, OREG. 


M \SON. My hamie 15 Lloyd ©. Mason. | operate Hy diversified 


i 


re farm near Salem, ( reg, Boxecars have athec ted ine, Senntor, 


ess the same as the constituents in vour State. by the loss of 
1 ‘ 


t time a ing harvest, caused L\ the necessity to wait for the 
in elevators to recelve pOx¢errs to tike enough eran { 


ttors to make room for mine, or Ly having to bag Chiat s 


1 _ *} . . . . 
it in the fleld until room in the elevator was made avatlable. 
: } 1 . ° . } 
wmided to the cost of production, Dur or the past 


such thine as pr ah ible lf 
vhy such shortages appear 
we 


} 


niumend, first, an amend 
tiation of such levislation 
an and should be made 
‘ently, something that 


i’ = 
erect Ion OF thi 
halt of yustice to 


io” to the inst recommenclati 


the prineipa 


loht rat 
1 ] 
Wwinst vernr made 
amortization, were eran 
to build an adequate ear fleet. 


; de presented | apparent thi 
1 ] e 
»fodav than were i even lo veal 


Hert S. 


\ 
\ 


Ine from a statemen y J 
stated: 


er to run a large portion of the vei 
urnishing equipment become al 
irs short of requirements appr 
tleet This is not even 


ansportation needs 


pave oO of the LCC \pril 1 decision denying 


ication of service order 910 they aloo state: 


e are strong indications that the freight car shortage wi 


ipparently this was the basis of the existence of an emergency 
hich they issued the order. 
here has been a lot of testimony 
eCrarrMan: Excuse me. Does NP have someone here to testify ¢ 
he reason I ask, Mr. Macfarlane and I have discussed this on several 
ONS, He has some very definite ideas on it. 
Mason. Yes, sir. His recommendations are for increased per 
1. which mav have some merit. There are a lot of facts and, Tam 
n, conflicting statements presented to this committee. I have no 
tion of duplicating them, although many of them have been made 
lable to me and have been acquired. 
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addition to that, there does appear that there are certain ite: 
Orthis of further consideration. First, the boxcar shortag 
miv atfected us as farmers, but, and I don't quote it as a hor. 
ex imple, it has affected the sale of our surp lus commodity grains 
ide that statement at the Senate aor culture he aring in I endleti 
is a result of that, IT would lke to quote part of an article 
Oregonian of November 2, 1955: 
res aired at Pendleton Monday that shortage of boxcars are curtailing s} 
f grain were substantiated here Tuesday 
po dow) 
ial CCC offices here said Tuesday they have been una 
arley ‘ sale to exporters here for some time, despite large holding 
red in country elevators. Enough wheat is in storage in terminal elevat 
» permit some sales, but any sizable export movement would find the ager 
inuble to deliver wheat, officials say Some country elevators, officials said 
were given loading orders on Government wheat as far back as May and hav 
still been unable to obtain cars. Officials said they had no idea how much export 
business has been lost because of the agency withdrawal of barley offers, | 
xport movement of this grain previously had been sizable 

[ will skip the other quotes. 

Senator Scnorrrer. That article indicated in May. That is 1 
time before the wheat movement really starts in the Lone Star Stat 
of Texas. We had a gentleman from the Department of Agricultur 
here vesterday who ee that they had been considering man) 

and various approaches to this problem and might work out a stagger 
ng basis for the maturity of the loan so that the ‘y would better kno 
when their largest demand time would fall. They were having 
troubles in that respect hecause most people like the longest possibli 
time to take advantage of the increase in the market to redeem the 
loans. 

Mri. Mason. I believe he mentioned they don't redeem the lo 
until the actual maturity date. I plan later on to take this up, a 
also a suggestion that I have made to the Secretary of Agriculture 

Senator Scnorpren. Tam glad you have. I haven't been throug 
vour statement. 

Mr. Mason. These additional facts appear: The railroads were su 
sidized to assure adequate rail transportation to meet the needs of 
our exp: nding ec onomy. Ship ypers are entitled to an adequ: ite service 
from an industry on whom they pay freight rates in an amount t 
assure that industry an operating profit. 

It would be impossible to measure the dollar loss to all shippers 
dealers, retailers, farmers, labor and consumers, directly attributabl 
to the lack of an adequate national freight car supply. Such. loss 
possibly could annually e xceed the cost of the needed freight cars. 

In representing Oregon’s farmers last year on the Governor's Eme! 
gency Transportation Committee, it appeared that the Interstate Con 
merce Commission does actually make a conscientious effort to in 
terpret and to enforce the authority that Congress intended them t 
have in the car service provisions of the Interstate Commerce Act. 
But when the Governor’s committee last July requested the ICC to 
apply a penalty per diem action to encourage faster movements of 

cars, it also became apparent that Congress had neglected to provide 
them with this authority. The ICC made a request for the authority 
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tended in S. 2770 before a congressional committee in 1952. They 

re repeating such a request again and are enjoined therein by several 
tional organizations representing a large number of shippers 

hroughout the Nation. 

gre it may appear to some that S. 2770 grants authority to 
, ICC only to induce the expeditious movement of freight cars, it 
‘Ss appear that the general intent is to also grant them the authority 
dod to assure the building and maintenance of a freight car fleet 
equate to meet the needs of our national economy. 

\nd I probably should add, expanding national economy. THow- 

administrative interpretation of authority granted is often dif_i- 

and is subject to contest. As this intended authority in S. 2770 
the only way in which the national shortages can be assured of ulti- 
ite elimination, the intent should be so stated by Congress as to be 
lily interpreted and generally understood. 

The American Farm Bureau Federation, the Interstate Commerce 

mmission and others have heretofore made this request, and I also 
re that on page 2, line 9 of the bill, after the word “cars,” that there 
idded the following words: 

* * * and by encouraging increased ownership of freight cars by railroad com- 

es which do not own freight cars proportionate to their use of such ears 

further urge oa this committee without further delay recommend 
ill for passage by the Congress. 

s bill then will not only attempt to alleviate temporary short- 

‘ ia will vet at the whole basis that we should have votten at 
ago. It will permit a permanent solution to the ear shortage. 

Now as pertains to this legislation to relieve the car shortage 
The CHarrman. I want to Say for the record that this bill was 
troduced by myself, of course, by request, hoping that we could 
¢ the matter in focus, There is no pride of authorship in it. 
be we should add to it or amend it. But this committee has had 
matter up Vvear after year. We have done a few things. The 
lroads have been here. We were responsible for the tax amortiza 
which we hope would vive the incentive to build more Cars, We 
mixed up in relieving the steel shortage that was part of the 
problem here 2 or 5 years ago. Only recently, I hope to add in the 
cing Sago Committee—how many more car inspectors will we 
. Mr. Clarke? How many was it we were going to add? Oh 

vge ested that we add ? 

Mr. Crarke. Twenty or thirty. 

The CuHatrmMan. Hoping that they might help the turnaround 
od. But as you point out, we have done a lot of these things inde- 
idently hoping that we could alleviate this matter. But it occurs 

year after vear, and that is why the bill is here. 

Mir. Mason. You are to be commended because all this legislation 
ind rulings before have been to relieve a temporary situation, and 
forgetting the heart of the trouble, a permanent solution. 

The CruatrrmMan, ICC has done what they could within the scope of 

r authority. 

Mason. That’s right. Pertaining to this other legislation for 
and again this is a relief measure, not a permanent solution, 
2770—during my investigation and considering the full scope of 


May 


thy 
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became apparent that much CCC grain was moving fri 

terminal storages during the grain harvest season. 1] 

Credit Corporation have staggered the maturity dates 

us commodities. various grains, I will say, in vari 

eountrv mn order to permit a considerable degree 

»movement of boxears. In theory the maturity dat: 
‘ain loans. should accomplish this. Yet the fact 

any sections of the country the movement of (¢ 

‘complished prior to harvesttime, and that such use 

ng the period of the greatest national demand for car usi 

ontribution to our national car shortage periods, and ey 
le effort should be made to reduce such use at that time. 

were designed so as to prevent forced sale by the fam 

when prices would be depressed, and to permit rep 

loan later period in the event that he was abl 

han the loan price. As long as we store a reserve sup] 

nd as long as we have a erain surplus, I seriously do 


t prices will advance sufficiently near the maturity date 


the repayment of many loans 
re are also many reasons why a farmer would prefer relea 


prior to the loan date, although he in effect is sacrificing. 


‘re vesterday. a certain storage charge. 

sel for the CCC apparently has ruled that the autho 

(‘ommission does not permit their acceptance of era 
: ie ee 

{ 


urity date of the loan without a contingent liability, « 


d bv a borrower. 
ne the demand for freieht-car use over a longer period 
i] materially reduce the number of freight Cars required 
l economy. 


{or SCHOEPPEL. Yes, but on that SCOTe, where vou have this I 


oT grain we might as well be cognizant of the facts. of 
reumstances of the situation—it would be almost impossib] 
allroad: suppose, for example, in the Pacifie Northwest, 1 
la io shipment of orain out of the Pacific coast, There 
on ww] \ oTrain shouldn't he shipped ou of there the Sil 


ports, other than pric e relationships, types of oTrain al 


Ir. Mason. You mean foreign shipments ? 
Senator Scrorprenr. Yes. Suppose the Department would say 
ip so many millions of bushels of wheat out of there. If t! 
ra ids didn’t know a sufficient length of time ahead of time, t! 
wouldn't have the number of cars up in that area. Those are phys 
facts that we have to take into consideration in this whole picture, 
it has to be tied together and coordinated in some decree. 

Mr. Mason. Planned. Planning. 

Senator Scnorpren. Which, by the eternal, doesn’t look like si 
times it has been thought out too well. 

Mr. Mason. I haven't the answer to the overall planning becai 
we must use the intelligence given us in working these problems out 
But Iam sure that this offer that I have will accomplish that to a gr 
extent. 

When the proposed legislation that I am going to make, was d 
cussed last summer, the officers of the Association of American Rai 
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were in complete agreement that the earlier movement of @1 
be of tremendous assistance in minimizing the tight boxcar 


a reasonable assump ‘ion that a third of the grain under loan 
Ore cl On the farm would be released earl er if a borrower were 
tted to voluntarily request earlier termination of aloan. Earher 
t of the grain at the CCC terminal points would permit a more 
vy sales program by the CCC, as this article indicates, and if 
prevent the CCC from | 
ion With commercial business firms at or near harvesttime. 
et. this would not add to the total grain which the CCC would 


eine placed in the position Of direct 


Ise. 

Nation's economy can be benefited by an action which 
With adversely atfect any Tarmer, or those engaged in 
! hiction. Mv statements to the Senate Committee on 
ana Forestry at its October 31, 1955, hear ring at Pendle 
‘ved their support of this legislation as well as the subject 
S. 2770. Senators Young and Ellender stated that this 
elongs to the Interstate and Fore on Commerce ¢ ommittee 

handled the boxear situation. 
Ou tated Vesterday, rseenntor , possibly they are Going to assume 
tv and ref >ihial rack to vou with recommended action 
> use. I am refe rring th sto you at their sug@estion. 
‘the American Farm Bureau Federation approved this 
tion at their annual meeting in be bruary 1955 and approval ol 
lation was also endorsed by the National Assocration of 


(rrowers at their sixth annual meeting in February of 1956. 


farm groups have also approved the subject concerned 
and the addttions thereto requested. 
refore, | urge vour committee to initiate and recommend con 


nal approval of a bill that will “authorize the Commod ty 


Corporation to automatically accelerate the maturity date of 


( loan on grain, and to accept the grain securing such loan, when 
lerated maturity is requested anaes by a borrower.” 
pertaining to this more recent problem of car shortages: In 
lumber produ ts nure now our le ading industry. 

e Ciuamman. before we go into that, has Commodity Credit 

ration testified here yet / 

itor Scuorpre.t. There was a gentleman testified yesterday, Mr. 
ds, Deputy Administrator. 
CuamrMan. Did he have anything to say about moving the 


itor Scuorpret. He didn’t go into it too fully, Senator. He 
ed out some of the difficulties that the Department was en- 
ring by reason of the demands on the part of the farmers to 
long a period of time as possible to take advantage of the 

itions upward in the market. 
e CoatrmMan. As I recall last year, they testified against moving 
late, or testified it would be very difficult to do it. You say 
it bother the farmers ? 

Mason. I agree. I am in full accordance with the fact that 
rity date, as determined at different times at different sections of 
ountry are equitable, feasible, and should be left as such. 
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[ am pertaining here now only to this: that of the grain upon wh 
the CCC has made loans, in those cases where a farmer voluntar 
vould like to release that grain, I would like the authority for the 
(‘CC to be able to accept that and move it earlier than the normal } 

1 irity date. 

The CHAIRMAN. Not pile it up. 

Mr. Mason. Not to be forced to leave it there, and run into thes 

nes as we run intoe very vear. 

This is not an overall solution. This doesn’t affect—that is vol 
tary action. No farmer has to take action on this unless he vol 
tarily wants to. And as I say, there are many reasons. Maybe 
roads are frozen, it is a good time to empty the storage that he 
there. maybe he is coing Into pig production. There are one an 
thousand reasons why he would like to release it earlier. This is 
attempt to make is possible, and we hope to goodness that possibly t 
third of the grain that IL have estimated and that has been estimat 
by C¢ ‘C officials might be able to be moved. 

The Cuaiman. Can’t they do that now ? 

Mr. Mason. Their legal counsel has stated if they do, if they ace: 
t. that they do so with the contingent liability that in the event 

iormal mi iturity date they would w ant the loan back in, they woul 
be subject to the difference. This then apparently is congressio1 
wuthority that they need just the same as ICC needs congressio1 
aut hority for S. 2770. 

The Cuairman. You would recommend the bill contain furtly 
langu: decree ne ae CC that authority ? 

Mr. Mason. | have stated it in here possibly better than it co 
be stated. I say, “To authorize the Commodity Credit Comporsi 
to automatically accelerate the maturity date of a CCC loan on gr: 


nd to accepl the eran securing such loan. when an accelerated 1 
turity is requested voluntarily by a borrower.” 
And as I say, I hope the intent is clear. 
The CiuatrMan. Let’s get at this right now. We will have the co 
mittee staff confer with the legal counsel of the CCC to draw ups 


language, and place it in the bill. 

Mr. Masox. Thank von, sir. 

Now pertaining to request for intercession of service order 910. 
Oregon, lumber product is our leading industry and it is grov 
larger each vear. In most instances the product of the farm wood) 
s sold to the small farm lumber mills, the smaller lumber mills, and 
such sales have been materially increased. 

TT) his ie ome Isa substantia source ot revenue to our farmers, pal 
icularly at this time when other income is short. They are going t 
the farm woodlots. And they are replanting trees as recommended 
as a good conservation practice, and to assure a future lumber supp!) 

fo our generations ahead of us. 

Upon learning of the issuance by the ICC of their service ordei 
910. the Oregon Farm Bureau Federation became seriously concerned, 
not only for its adverse effect upon many of our farmers, but for its 
etfect upon the veneral ec ‘onomy of the State. 

As a director of the Oregon Farm Bureau Federation and in thei! 
behalf I requested on March 26, 1956, the ICC to withhold putting 
the order into effect, and requested that a public hearing on this sub- 
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be held in Oregon in order to obtain all possible information pet 
nt thereto. 
Phere letter denying the request is not believed to be founded on all 
e facts involved. 
Qn th west coast many smaller lumber mills have built their docks, 
ve facilities, and sales organizations on the basis of transit ship 
as an established normal procedure. Due to the freight-car 
tage of many years, and their inability to assure specified delivers 
es, these mills may have been originally forced into this type of 
bution. 
(he Governors committee discussed this practice last year and it 
considered that the practice does not materially contribute to the 
ial freight-car cheno. age, although the industry representatives on 
committee did request their members to eliminate the practice 
never possible. 
the ICC Service Order 910 had been put into effect on April 9. 
ould undoubtedly have closed many mills overnight, and have 
ted an avoidable economic depression in numerous parts of west 
Oregon and Washington. Not only would this have adversely 
cted the millowners, but the millworkers, loggers, truckers, and 
owners of the farmlands involved, and even the railroads. 
\lthough the practice may be an inefficient use of freight cars, it 
ilso been contended that due to fuller capacity loading the prac 
eis a more efficient use of freight cars. 
| bees is a strong indication that the principle of some transit sales 
imber is a highly desirable and a needed practice in meeting emer- 
y needs of consumers throughout the country. Such national 
eds possibly could even justify an excessive use of car-days if they 
determined to be used. 
We certainly do not possess all the information upon which to pass 
loment. The facts for present consideration. however, seem to me 
this: that there has been an established and accepted practice for 
ears—that is, this practice of sales—that it is not known if, or to what 
‘tent, the practice contributes to the national car shortage, if any: 
although the order technically is to the railroads, it is the mills 
| ‘othe rs that are affected thereby; and that those affected have had 
pportunity to justify their position. 
Surely it seems fair, reasonable, and justifiable, to request the order 
suspended until adequate public hearings can be held, wherein such 
ts can be determined as to how such practice does actually affect the 
national economy. 
his request in no way conflicts with our recommendation of S. 2770. 
\ny factor of course that adverselv affects the nation’s or Oregon’s 
onomy must be corrected but it should be corrected in such way as to 
ot further affect that economy. 
In order that the interests of those who are affected, and that the 
lect upon our national economy be given full consideration, the 
con Farm Bureau has authorized me to urge that this committee 
iest the ICC to suspend their service order 910, and to hold public 
rings in Oregon so as to obtain all possible information pertaining 
hereto. 
lhe CratrMan. I might say right there for the record, I happened 
e home when this order came out in the State of Washington. I, 
sent a letter to the same effect as you people did. to the ICC 
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Mr. Mason. Did vou receive an acknowledgement also 2 
The CHatrrMan, Yes. 
Mr. MAson. The opportunity to present these matters to the Se 


t 


directly concerned with the problem, and on whom 
Senate depends tor recommended action, is greatly appreciated. 


Senator ScHorppet. Are there anv further questions, Ser 




















N\A L FREI CAR SHORTA 
i I . i SHUT ¢ IC many f s, althoug!] 
sid 1 to sure adequate t x tion to meet the N 
l e tl] ~ lippers, deal 
S ers. dire | ttril ible t ack ina juate 2 
| 
I hing fo fail in meeting erratic peak car demand 
in through e | m of the year ith a car su 
l Ss in gy equipment be ilmost the usual thir 
' ible t ‘ lividua e or even group of lin ( 
‘ 1 en rea Although many 1 road 1 n their fa } 
l cle ( irs Those I . ny! | lh I in nade l 
‘ rs ] ( Y SI ige p is, AS th I $ rein use o1 
N ore it « 
r I t f \ 
é lh S ] t PVveN « we tH 
increased elght ites have he ! 
D : g1 ed ) 
equate freight-car supply Thev ] e not built the l 
required In fact, new cars built have not even equaled cars taken 
ervice We now have fewer freight cars in service than were available 1 
ugh our increased populations and expanding economy has 
edi I eased supply of cars 
( ‘ ade no pro. n to permit the ICC to induce or en 
Y I to ful their obligation to furnish a national freight-car fle 
‘ e¢ he requirements of an expanding economy 
( ssional authority is required to permit the ICC to induce or « 
each railroad to own its fair share of the nation’s car fleet requirement 
n tl oads participation in the total t1 tion produced 
r railre may promote a request for increased per diem charge 
means for inducing the building of more freight cars. Such a theory is 
ndation, as is evidenced by increased freight rates and special ray 
imortiz on privileges ted them heretofore for that purpose; such 
1 | eve fewe rs in servic than at th ime such pr 
ere granted 
I sed per diem charges would increase operating costs, as some fe 
S I nes at all times Increased operating costs is the basis 
quest for an increase in freight rates, which the ICC would be required 
prove Such increased rates would inure to the benefit of each railroa 
that line’s ownership of freight cars were adequate or inadequate 


If the railroads are to have the protection of subsidy, which the 


willing to pay for; they should also supply the transportation needs of 


It does appear that the best way to insure an adequate national-car fleet 
he to economically penalize only those railroads who were not contributil 


share of the freight cars needed by our national economy The proposed 
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induce freight-car Ownership equal to cai 
Such legislation would not penalize thos 


it Would benefit such lines by assuring 


Interstate Commer 


Proud W fit 


from 


the yp 


HOEPPEL, 


fTATEMEN I tRT A. BURNETT, TRAFFIC CONSUL’ 
2RVICE CO., SEATTLE, WASH. 


name is Robert A. Burnett, a tz 
Service Co., in Seattle, Wash. 

oie mink ne it one of the olde st O1 
have worked for them for almost a 


arious capacities. I adh presently the presi 


un appearing here before this committee t 


- 
the reasons why we feel service orders, as issued iy 


} 


n. do not alleviate the car shortage when the end result 


ts intent changing a long-established method of me 
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Secondly. the railroads are not building enough boxcars sufficient 
to meet the needs of the general public, and it is apparent that sony 
method must be devised to insure the realistic ear-building progran 

As traffic consultants, the services we render our chents includ 
routings, rates, tariff changes, and other traffic duties required t 
enable them to merchandise their production in competition wit 
other producing areas, and with competitive products. 

We have from time to time worked on traffic problems experience 
by most of the industries in our area. We have been able to stay i 
business because through our efforts our clients have been able 
develop new markets, taking advantage of the many services rendered 
by the railroads. 

"We are presently ac tive in the movement of luggage, canned goods, 
Christmas trees, textiles, plywood, doors, shingles, foreign woods, and 
lumber, most of which move in carload traffic. 

The CratrmMan. You aren't leaving out my holly, are vou‘ 

Mr. Burnerr. Yes, sir. 

Senator ScnHoepreL. He probably included that under Christma: 
trees. 

Mr. Burnerr. We feel that because of our long experience in traffi 
and the requirements of industries that we can render a service to the 
Commission by personally appearing here. 

Most of our accounts are small shippers and small-business men, 
small because individually their tonnage is small and their operating 

capital is limited. They are selling their production to small-business 
men throughout the United States who are similarly situated. Col 
lectively, they are a big factor in our local and national economy. 

Car shortages are most important to us because we cannot finan 
cially carry large inventories. We are normally carload shippers, 
and in times of tar shortages, we are forced to use other means of 
transportation involving considerable additional expense. 

We must also curtail our production by laying off skilled workers 
necessary to our operation, sometimes losing them to large operators, 
and other lines of endeavor. We have a large number of lumber 
shippers using our service. Some of them are manufacturers, some 
wholesalers making mill shipments, and others referred to as transit 
lumber operators. 

Our services to the lumber industry have been used by them since 

1921, and over a period of time since then, because of the economic 
demand of the Nation as a whole, new methods of mechandising have 
been devised. 

Today we have three methods of supplying the Nation’s demand 

have the large mill operator who has extended his operation t: 
include his own yards, in making distribution to the general public 
He has taken advantage of the carriers’ transit privilege to stop cars, 
to part unload, using extra car days. He is in many cases shipping 
a minimum car and gaining wide distribution. 

The second method is the wholesaler who confines his activity t 
mil] shipments in filling a specified order which entails buying fron 
more than 1 mill, and sometimes shipping to more than 1 customer. 

He in most cases is shipping a minimum car, taking advantage of 
the transit allowed by the carriers; that is, he may stop the car to con 
pletely unload, and to part unload. This uses car days. 
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Lhen there is the transit lumber shipper who takes the car from 
mill, which ineludes the items manufactured by it. The transit 
erator pays the mill for the lumber and the mill continues in opera 
. Which is most important to the local economy. The transit lum 
shipper starts the car rolling on a so-called slow route, in orde1 
ive him time to sell the car. The transit privilege granted here 
a inealaeden route. 
\ll three of these methods have been made possible by the coopera 

n of the railroads as they feel the national economy requires it. 

(he transit privileges mentioned above are necessary in the mer 
indising of lumber throughout the United States. Most commodi- 

shipped today have transit arrangements, which is also an eco 
mic necessity. 

It is my experience that the three methods used by the lumber people 
sume about the same number of days, considering that firm order 
snormally take longer to load than transit cars. 

l), times of car shortage, transit cars are loaded with more lumber 
in firm order cars. Transit cars, particularly in times of car short 
ve, do not become involved, as do so many of the firm order cars, 

tops to complete loading, which often mean out-of-line hauls of 
siderable distance, in stops for milling in transit, and other manu- 
fa turing processes. 

Stops for partial unloading also require in many cases out-of-line 
If a true balance were struck on total lumber movements 

it of the Pacific Northwest during a period of car shortages, in my 
nion there would be little if any difference in total car days con- 
ed by the transit lumber shipper, when considering the other 
niques used in merchandising lumber. 

lhe Commission issued service order 910, whose intent was to — 

ite the car shortage. The major impact of that order is aimed : 
transit lumber shipper. It is my opinion that the transit we r 

pper has established a type of merchandising that is necessary to fill 
needs of the eastern consumer. It is necessary to the national 
momy, and especially important ‘to the small retailer, who cannot 
i lad to carry large inventories to meet his obligation to builders and 
all-business men in his area. 
| question whether or not the service order will alleviate the car 
re. I do not have statistics to show that service order 910 makes 
ve cars available. and I am equally sure that the Interstate Com 
erce ¢ ‘ommission does not have them either. 

Service Order Number 858 (72-hour rule) applied to labor only: 

effect August 1950 to March 1953. 

Since then the following service orders have been issued on lumbet 

Nos. 859, 876, 889, 903, and 907. 

\ strict t interpretation of part 1, paragraph 15, provides the IC 

emergency powers to take what action they deem necessary to 

eviate the car shortage as it pertains to the rail carriers. And I 
derline that heavily—rail carriers. The interpretation furnished 
n one form or another by both the Interstate C ommerce Commis 

on and the carriers is that it suspends the shippers’ right to route his 
ie as provided under part 1, section 15, paragraph &, 
7 7964—56 14 
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is ils follow 


high regard for the Interstate Ci 
] 


eve that they would intention: 
The information furnis 


supplied by our large lumber associations. wh 
large producers who would have everything 


} | with service order 910 in eifect. 
wan. That. in etfect.is the information that I kept gett 
the latter part of March when I was home. I thin! 


i 


|. Mr. Chairman, I would lke to put my le 


n order No. 910, so we will have it in the re« 


[tw 1] he so ordered. 


itioned above are as follows:) 
TRANSPORTATION 
COMMISSION 
EGULATIONS 
‘AR SERVICE 


OrDER No. 919 


RMR THE MOVEMEN' LOADED FREIGHT ¢ 


TIONS F¢ 
Interstate Commerce Commission, Division 3, held at 
.C., on the 19th day of March A. D. 1956. 

acute shortage of freight cars exists in all sectior 


»>movement of loaded freight cars is being delayed sole] 


ning additional time: 


that present rules, regulations, and } 
to the use up] ’ control, movement, distribution, exch: 
are insufficient to promote the most ¢ 
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utilization of cars; it is the opinion of the Commission that an 


equiring thimediate action to promote car sel 


ile 
pri 


lroad Operating Regul 


the comunerce of the pp 

is order, That: § 95.910 Rai 
led Freight Cars 

(1) No common carrier by railroud subject to the Interstate 


willfully delay the movement of loaded freight cars by holding s 
terminals, or sidings for the purpose of increasing the time 
ch loaded cars 
Loaded cars shall not be set out between terminals except in ¢: 


es or sound operating requirements 


Backhauling loaded cars for the purpose of increasing 
liful delay and is prohibited 


constitute wi 


Through loaded car hall not be handled 


spe! ded 
' ) 


accordance 
\ 


NY FE. ARPAIA, 
man, I rstate Commerce Commission, 
Washington, D. 


Commerce Conmmiiss 


mall lumber 


te« 
le 


patterns in th imber ind 
formants declare at the order 
complishing thing in a substanti 
contend that a full disclosure of the fa 
sale actually makes better utili i 
Himent. 
atiered data indicate that cars ioaded for translit s: 
‘reent more board-feet than do cars moving on firm co 
re is evidence to indicate that turnaround time is f 
at the millsite as long. 
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From information submitted to me to date I have come to the conclusion th 
there is a grave question that service order 910 will accomplish its objective 
usofar as boxcars loaded with lumber are concerned At the same time, the: 
< evidence that small mill operators could be gravely injured if the transit-tyy. 


sule is made impossible through operation of service order 910 

In any event, it seems to me the Commission would want to be fully informe 
on this point before it incurs the risk of injuring firms important to the econon 
of the Pacitic Northwest and the Nation 

I. therefore, respectfully request that the effective date of service order 910) 
be deferred or, in the alternative, that the order be amended to eliminate it 
pplication to the movement of lumber until such time as the Commission ha 
kl a hearing in the Northwest to satisfy itself that the economic effects v 

be such as are predicted by the small operators in the lumber industry. 
[ am enclosing a brief left with me today, which goes into this problem mor 


Sincerely, 
WARREN G. MAGNUSON, 
United States Senator 


Mr. Burnerr. Tam convinced that a car shortage cannot be allevi 
ated by the mere issuance of a service order, whose target is industry, 
as most industries throughout the United States use some method ot 
transit. 

Part of the delay is necessary because industry has changed he. 
method of mere handising, thereby using more car days. 

The Cuarrman. Isn't it true that they use this type of service mor 
than anybody else / 

Mr. Burnerr. Yes, sir. 

The CuairmMan. But it has spread, hasn't it, to other commodities. 


too?’ 


Mr. Burnerr. Yes, sir: that is correct. Lumber a long time ago 
Was primarily shipped in freight cars from one point to another, And 
it was the common policy to have the distribution of lumber and 
forest products controlled by a few very large vards throughout the 
United States. Over a period of time, as the population expanded, 
naturally smaller yards sprang up. At first they were required to 
buy their lumber from the large yards which were situated sometimes 
close in proximity to that particular new yard, paving a profit to 
th: at retail yard and also paying the transportation charge from that 
large distributing yard to its own yard. 

That is where the wholesaler started to come in in the small mills 
I hey went to the railroads and had the stop- office set up to parti: ally 
mload. They started moppinn the cars in order to supply the little 
vards. Pretty soon the big vards had a lot of competition becaus 
that expanded all over the United St: ion, It was a method of met 
chandising. It was a cheaper method of getting lumber to the genera] 
publie who were paying the bill, actually. 

Also over a period of time the large manufacturers — 

The Crairman. And establishes a good competitive price, doesn 
9 

Mr. Burnerr. That’s right. 

The Ciarman. Which the consumer gets the advantage of in the 


long run. 
Mr. Burnerr. That is correct. Over a period of time the larg 


manufacturers then started to establish their own vi ards to meet that 
situation, With Service Order 910 in, I should say that then we had, 
n processing this a little further, a requirement which we had té 
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eet and in which the transit mill operator came into play. That is, 

at over a period of time we have developed a great number of com 
etitive products with lumber. ‘Those products in most cases are 

anufactured in most parts of the United States. 
hey are not depending particularly on a raw product to come 

p with their finished item. In other words, they can make some 
if these products out of most any kind of material, and there are a 

unber of them. To mention a few, you might take asbestos shingles 
nd siding which is a heavy competitor of lumber. You might take 
teel, glass, aluminum. They are all competitors of lumber. In order 

) meet that situation, the transit qunees shipper came into play, and 

was required, for him to sell a car of western lumber, to make de 

very in 3} or 4 days in order to meet our competition, both from a 

mapetitive sti aa ua, that is competitive products, and also lumber 
roduced in other areas that were in competition with our production. 
hat is how this got started. 

Phe Cuairman. The main point I would like to make is this: Say 

e small retail lumber dealer in Kansas gets advantage of that com- 

titive price because the car is in transit. 

Mr. Burnerr. That's right. 

Phe Cuairman. Therefore the consumer who buys that lumber in 

‘Kansas vard will get it a little cheaper. 

Mr. Burner. That ‘sright. 

The Cuatrman. And it is just loaded up from the big fellow. 

Mr. Burnert. Yes, si 

The CrarrmMan. W - would set the price and keep it that way. 

Mr. Burnerr. Also over a period of time we have now, throughout 

e United States, a method of merchandising used by all manufac- 
irers involving stop cars or some other form of transit. This has 
ecome necessary too for a very good reason. ‘That is. the cost of 

irehousing has gone up, the cost of labor has gone up, so that they 
innot any longer follow a pattern that was set back in 1900. T mean 

e merchandising program has changed all over the United States, 
nd as a result that practice uses extra car-days. So not only is the 

mberman using extra car-days, but everyone else is,too. The trouble 

that we don’t have enough cars. 

Che Cratman. And to be fair about it, we use the cars for stor 
ve, too, in this method. 

Mr. Burnerr. That is right. 

The Cuairman. Temporary storage, of course. 

Mr. Burnerr. That’s right. I am sure that everyone in this room 
nows that as of April 1, 1956, there are only 716,678 boxcars, 10,535 
ess than in operation in 1948, These figures were secured Pdi the 
\ssociation of American Railroads. The railroads do a lot of talking 
ibout building new cars; yet the record shows that the boxcar short 
ive has been with us for many years. 

It is now apparent that our economy has approached the threshold 
n which our production is being determined by the availability of 
oxcars. 

In other words, the shippers are being put in the position of having 
ie railroads control our national economy. 

We all recognize that the building of new cars entails considerable 
xpense. It is also quite obvious that individual railroads are re 
ictant to build cars when their competition does not build cars for 
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) that it is cheaper for him to pay the per diem rather tha 
expense required in expanding his boxcar fleet. 
AIRMAN. That 1s the meat of the coconut here: isn’t it ? 


ragraph. 
mNETY. Yes, sir "Ty he railroads have failed to recognize the 
It is therefore the duty of this committee to provide t] 
ivy legislation empowering the Interstate Commerce Commi 
uiequate measures to insure a reasonable freight c 


HAIRMAN,. 


I 


} 


pro\ ides the necessary tools, we heartily reco} 
cHorrreL. Do you have any further questions, Senat 
Mi Burnett had a long experrence 

Shippers. Ile has contact with a lot of shippe1 
nroughout the United States. He cannot of com 
individually. Would you say that the opinion tl 
sed here today pretty well represents the genet 

iippers throughout our area of the United States / 
Mr. Bournerr. I would say it generally repre sents the experien 
tw have had in Seattle. I couldn't speak for New York City ( 
go or any place el 

IAIRMAN. 


RNETI 


* ScHorpreL. Thank you very much, Mr. Burnett. 


juncture in the record, with reference to your statement 
ft page 6 " note Mr. Clarke is here from the [CC—you sa 
erpretat 1 by both i ICC and the carrier is that it su 
lippers right to route his trafic as provides under part 
on 15, I aragraph 8.” 
bo larke, it m o}yt he hel} ful to have the Con mission’s views 
lat about this point on that. since it has been brought uj 
’t know whether you are able to state it and determin 
at the top of page 6 of Mr. Burnett’s statement whe 
Kes that statement, 
‘LARKE. That is not the interpretation the Interstate Co 
; | pli wes on it. Asa matter of fact, it does not su 
right to route his traffic In accordance with 


; om HOEPPEL. If that is the interpretation placed on it, al 
if that is what it does, it poses a pretty important and serious proble1 
here for us. 

Mr. Cuarke. I can oe you that that is not the result, Senator 

Mr. Burnerr. Mr. airman, if I may have the privilege ot spea 
ine why we feel that j 1S i 

Senator Scuorpret. All right. I think we ought to have it clear 
up in this record. 

Mr. Burnett. It is most important to us. 

Mr. Burnett. It is most important to us. We have a case roy 
up this coming Friday. It is a question cone of whether or no 
Wwe can legally suspend the Commission’s order. I don’t have a erie 
of the order handy. 
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Senator SCHOEPPEL. I think we have a COpy of that. 
Phe CHarRMAN. Where is this going to be Friday 4 
[r. CLARKE. In Portland, Oreg. 
e CnairnMan, That is why | suggested in my lett 
en hearing out there. , 
ir. BorNETT. IT would lke to read the order for 
yone inthisroom. Here is what it Says: 


mmon carrier by railroad subject to the Interstate Cor 
v delay the movement of loaded freight cars by holding s 
or sidings for the purpose of increasing the 
ided cars shall not be set out be 
ies or sound operating requirements 
Backhauling loaded cars for the purpose 
nstitute willful delay and is prohibited 
Through loaded cars shal! not be handled on ry Way 
he purpose of increasing the time in transit of such loaded « 
rhe use by any common carrier by railroad, for the movement 


irs 


t cars over its line, of any route other than its usual and custon 
route from point of receipt of the car from consignor 


nt where delivered to consignee or connecting line, exe 


Io) 
Northe 
imtlana, Wabas 
pretation placed on th 
1 that route is in the tariff, 
lite a car under this order. 
»CHamrMan. And the railroads so interpret it 
Bernerr. They interpret that way. so the 
tation in iy office from the 
eh SuVS almost that. 
‘ttor Scuorepren. I thought. it was important to get 
{ these proceedings. 
Boernerr. AAR has issued an interpretation, I don't 1 
er, and Tam told that was the intent of the ICC in | 
r itself. 
fhe Ciamman,. Apparently the ICC did not have that intent, 0 
; i\ they did not. 
suRNETT. That's right. 
HAIRMAN. But the railroads feel that that is the interpreta 
least the practical etfect of the order, 1s what vou savy 4 
Mr. Bt RNETT. That's nicht. We will have our cars 1 Portland 
sed, 
he Carman. That will come out in the hearing in Portland ¢ 
r. CLarKE. It undoubtedly will. The Interstate Commerce Com 
S1On has issued a number ot Interpretations ot this orcder, No ie Ot 
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ju interpretations are similar to what Mr. Burnett states. And t] 
not our interpretation of the order how, and hever has been, 7 
ever will be. 
Mr. Burnerr. We still can't eet our bills of lading. 
Phe CuarrMan. He says that somebody is interpreting it that y 
Therefore they can’t do what they have been doing in the past. 
Phank you, Mr. Burnett. 
The documents related to Mr. Burnett’s testimony are as follow 


LOOK INSIDE FOR... 


GOOD REASONS WHY ALL RECEIVERS 
SHOULD UNLOAD CARS CLEAN LIKE THIS 


1. In the average year the best available data shows railroads put 8 milli 
cars over their cleaning tracks. 

2. The cost of cleaning—the type of cleaning receivers may reasonably be ex 
pected to do, and which generally means removal of all items placed in the cal 
his shipper, averages $1 per car. 

This is not by far the complete story. 

Cleaning tracks are usually, for sanitary and economic reasons, located 
outlying areas, a number of miles from industries which unload and load cars 
or yards which dispatch cars, 
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re is necessarily considerable expense and delay to cars in 


and from railroad cleaning tracks 


s expense is figured by the car service division, Associntiol 
at $102 million in the average year, 
; i 


made up as follows: 
3 days per car, 


in moving cars to, over and from cleaning track 

‘day at present per diem rate, which reflects the present daily 
ght car, and which adds up to $58 million. 

xtra switching costs for moving Cars from point of release to 

and from cleaning tracks to industrial yards, $5.50 

p to $44 million. 

i] annual cost, including the $8 million for 
addition to the above cost, the loss of 8 days on each car cleaned adds uj] 
annual loss of 24 million freight-car days—enough to provide, at a 16-day 
round, for the loading and handling of 28,846 more « 


viously, not all of this Cleaning cost or 


ciealill 


o 
ln 
} 


per car, and whit 


actual cleaning, $110 million 


ars of freight weekly 


loss of car-days is due to failure oft 
vers to completely unload cars. Some of 


it Is a hecessary part of the 
ation of railroads in preparing cars so as to make them suitable 


» for the type 
attic offered. The car service 


division estimates, however, that about 50 
nt of his huge cost and loss of productive cars could be saved if all receivers 
cooperate fully in the clean car campaign. 
that receivers may reasonably be expected to do is akin to rinsing out 
bottles—taking out of the car everything which was placed in it 
er: lading, including broken items; dunnage 
et 


he 

by the 

debris; bracing; steel or wire 
< your help for the railroads in this, their campaign to save waster 

ivs and thus provide a better supply of freight cars for your needs 
m expense through: releasing cars clean 


aha 


CAR SERVICE DIVISION, 
ASSOCIATION OF AMERICAN RAILROAD 


Daily average boxrear shortage 


f American Railroad i 
ows that the 6 major lines serving the Paci 
if the national shortage as reported by the AAT 
f +} 


nes accounted for approximately 15 percent ¢ 
nt of the national car ownership 


. aur 


yf nat 


he shortage reported for the 6 lines liste 
age for the total system of each of the line 
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Is Mr. Leonard Netzore, of the Western For 


Port] incl. ¢ reo... here / 

} OU MAY proceed. 
NETZORG, ACTING EXECUTIVE VIi 
FOREST INDUSTRIES ASSOCIATI( 


at aunw 


STATEMENT 


PRESIT Tn eT 
A IVAN Aa AV A, 


»ywritten statement. 
] 


‘ OU MAV proceed, 
I am Leonard Netzore. of Port] 


acting executive vice president 


1 


Ol 
yation. WIDLA isa trade associa 
It comprises smaller and medium 
lers. and others involved in the t 


novesrie 


the Western States. 


ind not to repeat what has been covered 


»ot us who come here ma 
We appreciate the « 


6.000 miles to ippear 
. iv 1 ; 
ittee for affording us t 


wever,. those 


.comn 0 
‘ause Oregon typically has 
ational car shortage. And 
ear shortage. The car short 


was running 30 to 40 percent 

was running 38 percent. Tl 
Senators from ¢ yregon : 
proceedings at the end of 


kample., some doggerel] verse that was pri 
record of Aneust 16,1955, page A-5942. It 


rel which illu -the problem of the 


rate 
) 


{ 
to come. This doggerel was origi 


quute as apt today, and last vear, 


apt this sun 


it | mer as if Ww as in | 
tT yyy lade d. without readme it. 


> TY uve 


HOEPPEL. You 
} Ro ! ah. : 1 : 
verse reterred to ADOVe IS AS follows:) 


on 


it included in the record. 


may have 


STLOV white beard. 
felesc pe 
k he peered 
{ the place he stood 
‘SOlation, 
» took his stand, 


ation 
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Off to the right there stood a mill, 
The roof had blown away, 

And where they once had piled the 
Now grew a crop of hay 


1 1 
ath, 


Grey timber wolves in howling droves 
Were living in the stable, 
Wood rats through the plant had eaten 
All except the cable 
mad which once had held the 


germs of ree id fever, 


w formed a quiet bree 


nthe plane 


} . 
ahnce rey 


at had in the | 
nthe ready-for hij nents 
The poor old man with his tottering frame 
Through the tall grass trudged each day, 


1} 


Vnd hed t ith telescope 


‘ nis ¢ that he 
“They promised me 
‘passing | 


wv native 


nd,” the native answered, 
iped away the tears, 
bouldn’t speak of him that 
eer there WW) ver s 
"Why that man’s story to us here 
Is as Common us the stars, 
He's a western Oregon lumberman, 
Looking for S. P. « By 
Nerzore. With respect to S. 2770, there is little of course that 
add to what Mr. Mason has said here, and Mr. Burnett and 
others. We feel it is necessary; that it will be helpful. 

| would add only this one word: A gentleman yesterday, speaking 
beheve for the Pennsylvania Railroad, pointed out the difficulties 
may entail for a carrier. My reading of the bill indicates that it 
s little more than vest discretion in the ICC. I do not understand 
it the bill has any compulsive features about a so that it is self- 
ecuting. I would assume and hope that the LCC would administer 
wisely and with prudence, and that it would avoid some of the ulti- 

ite horrors that were pointed out yesterday. 
| would think most of the testimony yesterday In opposition to 5. 
= was based upon a version of the bill which is, so far as I am 


» not introduced. 





hat I have here 


is With order 910. In ter 
| would agaln li 


not to cover the matters that hay 

ed by the others speaking here this morning. Our conce) 
ainly with the procedure by which it was issued. 

tion, sir, 


” I would appreciate an opportunity to rea 
vlich appeared in the official publication of the associa 
i L speak. The publication is Western Forest Indus 
It has a elreulation of about 7.000 more or less in thi 
timber industry. ‘This is an editorial signed by the pres 
t of Western Forest Industries Association. It is entitled “Regula 
On by spe ulation: I¢ (' Sery ice Order 910.” 
| he article Is as tollows:) 


ke 


A r ¥ bie 
Ii \ W. 
’ 


~fe} 


mnmerce Commission Sery 


ce Order 910 furnishes a disturbir 
vVerhnment’s regulation by speculation. Here is a Federal burea 
calculated to regulate lumber transit shipments, a merchand 
an industry about which the Commission knows little and decline 

n the industry there are some who believe that the order is in the pub! 


and that it will ameliorate our annual car shortage. 


believe tha 1 | 


Others in the it 
be harmful to our economy and increase the severit 
‘shortage 


reumstance, Western Fo 


est Industries Association has urged the IC¢ 

the effective date of its order while it holds a public hearing, form 
n western Oregon to gather facts and expert opinions on the bas 
can make a knowledgeable decision as to whether such an ord 
harmful. Whether the order is desirable or harmful, WFIA dos 

o know at this time 


Recently the United States District Court in Portland issued a temporary r¢ 


straining order which has resulted in a suspension of the effective date of ser\ 
order 910. This will be followed on May 11 by further court proceedings. 


ourt proceedings will examine only the legal power of the ICC 
service order. 


The 


Tiron, 


Suel 
to issue t] 
The court proceedings will not pass upon the order’s wisdom 
press reports, nevertheless, that while the ICC means to resist the litig 

it refuses to conduct any sort of hearing, formal or informal, in weste! 
(regon for the purpose of gathering facts respecting the operation of the trans 
sale techniques of merchandising lumber and the impact of the enforcement « 
uber business and the car supply. 


the order upon the 


ICC IGNORANCE OF PROBLEM CITED 


refusal to learn is disturbing 
example, last 


That learning is necessary is apparent 
t summer a member 
operat 


of the ICC suggested to several hundred 
rs at a meeting in Eugene that our car shortage problem might be readil! 
if we would merely adjust our operations to produce and ship the bu 
f our lumber in winter. Again, recent conversations by some operators wit! 
other members of the ICC made it apparent that the Commission had not co! 
sidered whether transit sale technique may save car days through heavier load 


lIved 
oft 


ing of types of freight cars and possible reduction in turnaround time. 

That is to say, the Commission has not looked at the entire problem to de 
termine whether in the net balance the transit sale technique saves more ca 
days than it consumes. On this point, the Commission resorted to speculatio! 
WEIA does not have the answer. WFIA does 


not know whether the transit sale 
Ted hnique saves car days. 


If it does not save car days, there demains an additional question. To what 
extent will elimination or curtailment of the transit sale technique provoke 
costly dislocations in the local economy? Again, WFIA does not have the answe 

But we are disturbed that the ICC has apparently issned service order 91°) 

ithout even considering these questions. 

Bureaucracy is a necessary facet of government. 3ut bureaucracy whic! 
gulates on the basis of ignorance or speculation poses a threat to all cif 
ns. Particularly it threatens the timber industry in the Western States. A 


itical portion of our log supply comes from Federal lands administered by 
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ree bureaus. Our ability to ship our lumber to market depends in considerabl 
easure upon the nature and wisdom of the regulations 
other bureau, the ICC. From the very nature of things, the industry must 
nticipate that it will be subject to many and varying regulations 

But if the industry is to survive, it must insist upon two things. First, the 
dustry must insist that the bureaus which govern us act on the basis of 
owledge. The industry must insist that casual speculat 
n determining the rules by which the bureaus regulate us. Second, the industry 
ist insist that the bureaus do not hit us with new regulations before they have 
nsulted with us or offered us an opportunity to be heard 

We are at a loss to understand the refusal of the ICC 1 
e wisdom of service order 910. If there is any 
sal, Wwe should like to know of it 

We believe that we are approaching the problems posed by [CC service orde 
10 as reasonable men We still hope that the ICC will approach these prob 
us on the same basis 


and policies of still 


ion shall have no role 


0 hold a hearing al 
reasonable basis for its re 


Let’s have facts, not speculations. Let’s have a hearing. 


Mr. NerzorG. That was the editorial to which I referred. 

Senator SCHOEPPEL. Fortunately or unfortunately as the case might 
e, the issuance of such an order is required by law. Of course that 
il] probably be brought OUT in the court proceedings. | wouldn't 

uit to assume what the judgment of the court might be on it. ICC 
probably takes the position that there are certain emergency orders 
nd emergency actions vested in the Commission without the necessit) 

hearing. At any rate, that will be heard in the proper court. 
The CratrmMan. On Friday ? 

Senator Scuorrren. The legal power of the Commission, That 
hat [ will not voice in opinion on. 

Che CHairMan. Suppose the court holds against the intervenors 

this case / Then does ICC intend to have a further 
11S a 


hearing on 


Mr. Crarke. It does not, if the court sustains the validity of the 
earing. Then it is our intention to immediately enforce it and nee 
in effect so long as the need for it exists. We feel that any hearings 
ire unnecessary, particularly because it is an emergency order designe 
O meet an emergency car shortage. Since there is no w av to post- 
pone the car short: age We don’t see how we can very we I] ie 
one of the tools that have been given us to cope with the car shortage. 
The CHatrmMan. These people will have no chance for hearing at 
I am assuming the court sustains the order. 

Mr. Ciuarke. There won’t be any hearing before the Commission. 
lhe issuance of the order was not an impulsive act. It was issued 
nly after a very comprehensive and thorough study and analysis of 
ll the arguments pro and con. It was carefully weighed and con 

dered from every conceivable amare and then petition for reconsidera 
on was filed afterward and it was unanimously denied by the full 
Commission after all the facts that are available of the impact of the 
rder was carefully considered from every conceivable viewpoint. 

The Ciatrman. We will probably have to have a hearing up here, 
i guess. That is usually what happens. 

Mr. Nerzorc. I may say on Good Friday Mr, Clarke very graciously 
scussed with me and others various aspects of 910, T may say that 
he notes that I have taken at that time do not wholly accord with 
ipparently Mr. Clarke’s recollection. It was my understanding that 

that time the Commission had checked, for example, car-days lost 
t diversion points. I did not understand at that time, although we 
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the Commission had looked into the question of heavii 
savings in turnaround time, and these various oth« 
hich Mr. Burnett has referred. I don’t hold myself O 

I do hope to know something of the timb: 


here, I think, with the naked pow 

ld not want to challenge its naked power, 
rment, the wisdom, the prudence of this order that I a 
might say this, if IT may: One might go int 

rt. for ex 1 iple, and obtain an ex parte tempor 


s confidence in the Federal judiciary. 1 


1c Ih) ited the power « { that court to is 
\ ithin LO davs. for example, 
or the order falls. It is a jum 


simply must have emergency powers. 

pled for lack of power in the ICC to mov 
moved, can it not then do what every Fede 

at the wisdom ? Why can it not, 
service order, an emergency or 

then hold a hearing, schedule 
don the basis of a hear 
} 


1 
peen wsued, reexan 


; power, but the prude 
which reculate 
» told of interp 
. ! } te, Ww where th 
hether they ave en Mt hed. 
interpretations—Mr. Burnett is 
izen Walking in | 
not heard of the) 
Z t)Is pow rb 
We don’t 
the Commis 
hem to obtain of ¢ 
of the railroa 
ndustry, not upon 


Scuorprprn. And it all goes back, of course. and stems f1 

(‘ommis ion considers to he the emergency by reason of t 
» of the rolling stock ? 

rZORG, Yes. sir. 


SCHOEPPEL. Of course we can’t determine that here at t} 


ra. That is nicht. 
Scuorpren. That the chairman verv well stated here. T] 


COMI 


ight well look to some further views and considerati 
that shonld be given on these things. I believe it is the intention 
all of the dep irtments here, as well as the committees of Coneres 
be alert ome of these thir CS. I think that it is probably a vel 
wholesome thing that these matters are being broueht out and broue! 
out in bold relief, because these things are all interrelated, one with t 
other, and the impacts are related one with the other. 
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\ir. Nerzorc. Senator. we are very grateful to you for affording us 
opportunity. 
he CHarrMan. This is a curbstone opinion, but knowing 2 little of 
ict LT would think that the Commission had the power and author 
o do this. I question the wisdom of it. 
\Ir. Nevzora. ‘That is our concern. 
CHairMan. At the time it happened. abruptly, I happend to 
the Portland area. I wasn’t speaking for the whole committee, 
wally. I was out there but I did write, as chairman of the com 
cee, hoping that this thing could be pursned, knowing that we were 
to have these hearings, knowing that I had introduced this bill, 
cine we might work it out without a drastic order. 
1 think this does—and I may be wrone. 
ll agree with me—this hurts the little operator in o1 
know how manv contacted me when I was ther [ 
tically small operators. It hurts them quite seve: 
Nerzore. Our request to the committee, if 


hat the committee hold 1 hearing necessiy 


8 y } 
vy institution. we know. We would lk 
with administering this act, to com 
necessarily talking, Sen 
of evicdi nee | 


s order has been 


. , 
used the excuse of 
radaer without hearme. 

this is not a decent way 


ronment had be 
nee to be heard. 
there has been no such heari 
mmission about it—I cannot say how mat 
» had to travel a 6.000-mile round triy 
i\ Call atford that. Not everybody 
;the money to make that trip. 
ad very diflicult position we are in. We ask not for 
| power, but only that they consult with us. We would 
mittee to do whatever it can by way of persua ion toa 
vn and hold tliat type of consultation with us. Not inte 
power: the court 1s competent to look into the legal aspect 
e CHarrMan,. Surely that is a fair request. Surely the Cor 
ought to grant it, in my opinion. And I think probably the 


of this committee would so suggest. 
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Secondly, [ sup pose the basis of it is that it would relieve the « 
shortage. But t testimony 1S to the etfect that it probably wouldn't 


the long run. 

Mr. Nevzorc. The position of my association—and we are the p 
ple in the industry—we don’t really know. And we doubt that t 
[CC knows, either. I can point out costs, I can point out savings | 


you. I think it is unfair to look at only one side of the balance sheet 
ind decide that the company is in a bad shape because it owes bil] 
for 10 days. I think we ought to look at the assets, the liabilities. A) 

even if there are then liabilities, a further question, which necessari| 
must be answered In any vovernmental decision, the harm or the VO00 


the order may do. 

What is the cost in terms of the economy, both to the timber p1 
lucers and the timber purchasers in issuing this order ? 

Mr. Crarke. Mr. Chairman, since this hearing has gotten off 
subject of S. 2770 and on to service order 910, I would like to ask pi 
mission to supplement the final supplement il statement explaini 
some of ee reasons that the Commission took in consideration before 
ssued it, explaining the type of studies that we indulged in, and, 
other oe explaining our action so far, and the action we intend 1 


take 1) the future. 
I will repeat, though, that the Commission instructed me to 
that we do not intend to hold hearings unless we are directed to do 
lhe supplemental statement is as follows: ) 


PPLEMENTAL STATEMENT OF OWEN CLARKE, COMMISSIONER, INTERSTA 


(COMMERCE COMMISSION 


During the course of the public hearings on S. 2770 (penalty per diem b 
several witnesses, representing one segment of the lumber industry in the Pa 
Northwest, took the opportunity to comment in opposition to emergency ser\ 
order No. 910, issued by the Interstate Commerce Commission on March 19, 195+ 
[ feel that the subcommittee is entitled to an explanation of the Commissio 
action in issuing this emergency order. 

The order generally prohibits the railroads from deliberately delaying 
movement of loaded freight cars and thereby giving certain shippers free storag 
in transit at a time of acute shortage of rolling stock It is national in sco 
and applies to the movement of all commodities in all sections of the country and 
is not limited to movements of lumber. 

The action of the Commission in issuing service order No. 910 was taken 01 
after a thorough and exhaustive study of the problem of car utilization and af 
a determination that the use of slow schedules and circuitous routing were majo! 
factors contributing to the present acute car shortage. All of the arguments 
idvanced by witnesses testifying before the Senate subcommittee had been car 
fully weighed and considered by the Interstate Commerce Commission before t! 
order was issued. Thereafter, the following basic findings were made: 

‘That an acute shortage of freight cars exists in all sections of the country 
that the movement of loaded freight cars is being delayed solely for the purposs 
of gaining additional time; that present rules, regulations, and practices wit! 
respect to the use, supply, control, movement, distribution, exchange, inter 
change, and return of freight cars are insufficient to promote the most efficient 
utilization of cars: it is the opinion of the Commission that an emergency exists 
requiring immediate action to promote car service in the interest of the pub 
and the commerce of the people. Accordingly, the Commission finds that notic 
and public procedure are impracticable and contrary to the public interest, and 
that good cause exists for making this order effective upon less than 30 days 
notice 

The service order then prescribed the following regulations governing railroa 
operations in the movement of loaded freight cars: 

(a) (1) No common carrier by railroad subject to the Interstate Comme! 
Act shall willfully delay the movement of loaded freight cars by holding s 
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in yards, terminal, or sidings for the purpose of increasing the time in 
nsit of such loaded cars. 
2) Loaded cars shall not be set out between terminals except in cases of 
rgencies or sound operating requirements. 
3) Backhauling loaded cars for the purpose of increasing the time in transit 
| constitute willful delay and is prohibited. 
t) ‘Phrough loaded cars shall not be handled on local or way freight trains 
the purpose of increasing the time in transit of such loaded cars. 
5) ‘he use by any common carrier by railroad, for the movement of loaded 
ght cars over its line, of any route other than its usual and customary fast 
ght route from point of receipt of the car from Consignor or connecting line 
point where delivered to consignee or connecting line, except in emergencies, or 
the purpose of according a lawfully established transit privilege (uot includ- 
a diversion or reconsignment privilege), is hereby prohibited.” 
ibsequent thereto, and before the effective date of service order No. 910, 
Digger Mountain Lumber Company of Corvallis, Oreg., filed a petition for 
msideration. This petition was considered and denied by unanimous action 
the Commission in its report and order dated April 13, 1956. The report 
s forth not only the reasons for denying the petition but also the reasons and 
unds for issuing service order No. 910, including (in summary form) a state- 
ut of facts showing the flagrant abuses which prevailed. A copy thereof is 
iched hereto, and it is respectfully requested that it be made a part of this 
rad. 
INTERSTATE COMMERCE COMMISSION SERVICE OrvER No. 910 


,AILROAD OPERATING REGULATIONS FOR THE MOVEMENT OF LOADED FREIGIIT CARS 
Decided April 13, 1956 


Petition for reconsideration, for hearing, and for modification of effective date 

lied. Service Order No. 910 not to be enforced until further order of the 
Commission in deference to a temporary restraining order issued by the United 
States District Court for the District of Oregon. 

i’, Brock Miller, for petitioner, 


REPORT OF THE COMMISSION ON PETITION BY THE COMMISSION 


Qn March 19, 1956, the Commission, Division 8, acting pursuant to Section 
15) of the Interstate Commerce Act, issued Service Order No. 910, entitled 
Railroad Operating Regulations for the Movement of Loaded Freight Cars.” 
he order generally prohibits the railroads from deliberately delaying the move- 
ent of loaded freight cars and thereby giving certain shippers free storage in 
nsit. The order provided that it would become effective 12:01 a. m., April 9, 
ob 

On April 4, 1956, Digger Mountain Lumber Co. (referred to hereafter as peti- 
er), a copartnership, composed of R. E. Vosburg, Victor L. White, Joe T. 

Diess, John A. McMullen, and Lindsay L. Senter, and engaged in business alt 
Corvallis in the State of Oregon, filed a petition for reconsideration, for hearing, 
modification of the effective date of Service Order No. 910. 

On or about April 7, 1956, Daugherty Lumber Company and other persons 
ight suit in the United States District Court for the District of Oregon 
‘ing to set aside Service Order No. 910, and requesting the issuance of a 
porary restraining order prohibiting enforcement of Service Order No. 910 
he Commission is informed that at 4:40 p. m., on Saturday, April 7, 
trict Judge William G. East issued an order restraining the United States 
i the Commission from enforcing Service Order No. 910 until hearing and 
rmination by a three-judge court on the plaintiffs’ application for an inter 
ory injunction. 

e petition for reconsideration alleges that the petitioner, Digger Mountain 
ber Company, is engaged in manufacturing and selling lumber which if 

by rail from various points in Oregon to various points in the United 
es. It should be noted that under Section 17 (8) of the Interstate Cornmerce 
vhere an application for reconsideration by the full Commission of a decision, 

or requirement of a division of the Commission, is filed before such de 
m, order, or requirement has become effective, the action of the Division is 
ed or postponed pending disposition of the matter by the Commission, The 
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reconsideration of Service Order No. 910 was filed bet 

effective. Ilowever, we do not believe this petitioner is 

Act and our General Rules of Practice to file a petition 

nsideration having such legal effect. Service Order No. 910 is dire: 
to the railroads It does not require or prohibit action by petitione: 
ther shipper. We do not believe that Section 17 (8S) was intended to en 
is Who are in no way subject to an order issued by a division of the ¢ 
on to prevent such order from becoming effective by filing a petition 

onsideration In any event, that question need not be resolved here. A 
practical matter, the effective date of Service Order No. 910 has already be 
postponed by the temporary restraining order referred to above. Moreover 
view of the general public interest and concern in the freight car shortag: 
which the order is directed, we consider it appropriate to set forth the reas 
which led us to issue Service Order No. 910. 

It is a matter of common knowledge that the commerce of the country has bee; 
impeded seriously in recent years by recurring freight car shortages. Suc 
shortuges have been a serious concern of this Commission, which has isue 

of car service orders under Section 1 (15) designed to compel mor 
, ut utilization of the existing supply of cars. We are also supportin 
pending legislation (S. 2770) which would further cope with the freight 
shortage by empowering us to establish penalty per diem charges which wi 
encourage railroads to own more freight cars. 

In Vartin Bros. Box Co. v. Southern Pacific Co. (280 1. GC. C. 395, 400), Divis 
”’ csumimarized the background of the freight-car shortages as follows: 

“After the close of World War II, the Nation as a whole experienced a gr 
ndustrial development, and during 1947 the Nation’s railroads experienced 
the first time since 1920, except in the war period, an average daily shortage 
cars. During most of the period between World War I and World War IT, they 
had on hand large surpluses of cars, the worst year being 1932 when th 
average daily surplus amounted to 694,022 cars. During 1947 the national da 
shortage was 18,672 cars, and the defendant was individually faced with an aver 
age daily shortage of 585 cars of the types used for the transportation of forest 
products. Because of the sizeable surplus experienced prior to World War I! 
the Nation’s railroads, including the defendant, did not anticipate the unus 
demand for cars that arose in 1947.” 

In our 69th annual report to the Congress for the vear ending October 
1955, pp. 46-47 we described the boxear situation in 1955 in the following tern 

‘The boxcar ownership has progressively deteriorated since January 19 
while the number of unserviceable cars has increased. On January 1, 1954, b 
car ownership of class I railways was 731,957. By January 1, 1955, it had de 
creased 14.944. and a further decrease of 469 cars on August 1, 1955, brought 
the total decrease in ownership to 15,413. During the same period, Janua 
1. 1954. to August 1, 1955, class I railways installed 22,488 cars while 37,901 
were retired. Orders were placed for 12,722 new boxcars in 1954, and 7,948 dur 
ing the 5-month period January through May 1955, for a total of 20,665 in 17 
months. Cognizance of the deteriorating boxcar fleet was taken and, dim 
June and July 1955, additional orders were placed for 16,256 cars. On August 
1955, there were on order and undelivered 22,715 cars. Unserviceable cars i! 
creased from 35,621 on January 1, 1954, to 46,273 on October 1, 1954, the highest 
had-order figure since March 1950. On August 1, 1955, there were 30,443 
serviceable cars reported, or 4.2 percent of total ownership. Net shortages ws 
reported from May 1955 through September 1955 with a high net daily shortage 
11.583 reported on July 23, 1955.” 

There are strong indications that the freight-car shortage wil be greater 1! 
1956 than in 1955. During the first 3 months of 1956, carloadings have totaled 
& percent higher than carloadings in the corresponding period of 1955. More 
over, there is every reason to believe that business activity wil continue at a hig! 
level throughout the year. Stated otherwise, at this time of year the class | 
railroads normally have a surplus of 30,000 to 50,000 freight cars. This yea! 
however, the railroads are already experiencing a shortage of over 5,000 ¢ 
daily 

The facts set forth above led us to find, in Service Order No. 910, ‘that 
acute shortage of freight cars exists in all sections of the country,” and to stat 
that “it is the opinion of the Commission that an emergency exists requir! 
immediate action to promote car service in the interest of the public and 
commerce of the people.” 


1 
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ne operating provisions of Service Order No, 910 are as follows: 

(1) No common carrier by railroad subject to the Interstate Commer e Act 
shall willfully delay the movement of loaded freight cars by holding such cars 
in yards, terminals, or sidings for the purpose of increasing the time in 
transit of such loaded cars, 

(2) Loaded ears shal] not be set out between terminals except in cases 
of emergencies or sound operating requirements. 

(3) Backhauling loaded cars for the purpose of increasing the time in 
transit shall constitute y illful delay and is prohibited. 

(4) Through loaded cars Shall not be handled on local or Way freight 
trains for the purpose of increasing the time in transit of such loaded cars 

(5) The use by any common carrier by railroad, for the movement of 
loaded freight cars Over its line, of any route other than its usual and custo 
mary fast freight route from point of receipt of the car from consignor or 
connecting line to point where delivered to consignee or connecting line, 
except in emergencies, or for the purpose of according 4 lawfully established 
transit privilege (not including a diversion or reconsignment Privilege), is 
hereby prohibited. 
purpose of these provisions is to compel the railroads to discontinue slow 

eduling and circuitous routing of loaded freight cars. Such deliberate delay 
the movement of loaded freight cars enables Shippers of lumber, for example, 
oad lumber which has not been sold and to search for buyers while the lumber 

transit. The intended result of such practices is to permit some shipper 
ise freight cars for storage, 

For example, the petition for reconsideration filed by Digger M untain Lumber 
States that many lumber manutacturers and Wholesalers operate in the fo] 
ing manner: 

“Upon completion of loading a car of lumber, the bill of lading and owne) 
‘hip of said car has been transferred to a lumber w holesaler or lumber broke I 
Who thereupon pay the invoice price of said car even though said y holesaler 


broker has no present customer for Said car: said wholesaler ther 


nor 
ally Commences the movement of said car toward the Eastern Seaboard 


Without instructions to the roalroad to expedite the movement of said ear, 
but with instructions to the railroad to keep the Wholesaler advised of the 
Progress of said car toward a particular transfer or diversion point; during 
the Eastward progress of said car, the Wholesaler finds a purchaser for same. 
ind upon finding such purchaser, the railroad is notified to move said ear to 
destination forthy ith,’’ 
petition alleges senerally that such lumber manufacturers and Wholesalers 
ild be adversely affected by the termination of such transit pratices, in that, 
Hey can ship lumber only upon a customer's order. they must maintain larger 
entories or irregular production Schedules. It is further Alleged that lumber 
ers east of the Mississippi River will be adversely affected in that they will 
nable to buy lumber for early delivery from cars in transit, and therefore wil] 
impelled to maintain larger inventories, It is further contended that Service 
Urder No, 910, by requiring accelerated movement of al] freight cars. Will cause 
ongestion of cars at certain points with the result that the average occupancy 
ne of all cars will not he lessened, 

NO group of Shippers is entitled to use freight cars for storage purposes, par 
arly during a ear Shortage. The demurrage rules are designed to prevent 
Pper from keeping freight cars on his Own siding for storage purposes, We 
‘it obvious that our power under section 1 (15) to make just and reasonable 
ctions with respect to car service may be employed to prevent the diversion 
eight cars from transportation to Storage purposes on the lines of the rail 

and that it is our duty to exercise that power, under the existing cir 
stances, 

“uppers of lumber who make such use of freight cars reduce the supply of 
vailable to other shippers of lumber who do not seek to use freight cars 
rehouses, Thus, many shippers of lumber in the Northwestern Stites have 

essed strong approval of Service Order No. 910. Of course, shippers of 

ver and other commodities who make such wasteful use of freight cars dur 
lg a period of car Shortage reduce the supply of cars available for shippers 
enerally, 

Recently, we instructed our field service agents to make sample checks of the 
ement of lumber and other commodities which were being delayed in transit. 
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Their reports graphically illustrate the wastage of freight cars through delibe: 
delay and circuitous routing. Thus, one report covered 1,014 cars of lumber 
checked at Council Bluffs, lowa, to which they had been moved by the Unio: 
Pacific, between September 26, 1955, and February 20, 1956. These 1.014 cx 
of lumber consumed 29,621 days en route between origin points in the Pa 
Northwest and Council Bluffs and were held at Council Bluffs 12,894 days befor 
they were forwarded to ultimate destinations. That is, such cars were en rout: 
an average of 29.2 days and were delayed at Council Bluffs to wait for forwar 
ing instructions an average of 12.7 additional days. Another check made 
Council Bluffs on February 21, 1956, showed that there were 106 cars of lu 

on hand, which had consumed 2,681 days en route and had been held at Cou 
Bluffs 1,352 days for orders or a total of 4,013 days. <A similar check mad: 
Council Bluffs March 6, 1956, showed that 103 cars of lumber were on | 
which had consumed 2,760 days en route and which had been held at Cou 
Bluffs 1,645 days for orders or a total of 4,405 days from points of origin. Such 
delays in the movement of loaded cars are neither normal nor accidental. as 
shown by Union Pacific’s instruction to its operating forces that “To compete 
with competitive lines and to satisfy shippers and brokers, arrange to consun 
14 days from departure Ogden [Utah] to arrival Council Bluffs.” 

Another recent report shows that 101 loaded cars at Minneapolis, 70 ears had 
consumed an average of 21 days from Spokane, Wash., to arrival at Minneapo 
in sharp contrast, 11 cars moved on regular schedules had required an aver:ge 
of 7.3 days en route. Moreover, the 70 cars were held at Minneapolis awaiting 
forwarding instructions for an average of 8 days per car. 

Service agents report that operating forces of the Denver & Rio Grande 
Western Railroad have instructions that lumber received from the Souther 
Pacific at Ogden and the Western Pacific at Salt Lake City will be held 
Grand Junction, Colorado, for slow movement. The detention at Grand Jim 
tion exceeds 4 days per car. 

A check of records of the Missouri Pacific Railroad at St. Louis, Missou 
showed cars of lumber consumed from 12 to 19 days in transit between Oregon 
and California to St. Louis, Missouri, with cars being held from 28 to 60 days 
at St. Louis for reconsignment. 

As an example of cars given circuitous routing in order to delay movement 
a service agent reports cars of lumber billed from Grants Pass, Oregon, 
Dallas, Texas, routed Southern Pacific to El Paso, Texas, T. & N. O. to Sai 
Antonio, Texas, Missouri Pacific, to Harlingen, Texas, T. & N. O. to Dallas 
Texas, Harlingen, Texas, is approximately 260 miles south of San Antonio, and 
by routing via Harlingen, shipments move 500 miles out of route and consum 
an average of 3 to 6 days in movement from San Antonio to Dallas via Ha 
lingen. The normal route from San Antonio to Dallas would require not over 
one day en route. 

Similar practices and conditions were found to exist on the Chicago & Nort! 
western, Rock Island, Burlington, and Wabash lines. 

Beginning in May 1955, a freight-car shortage developed throughout the ¢o) 
try, including Oregon. The shortage of cars for lumber loading in Oregon was 
overcome for a portion of the month of July, but starting August 1 the shortax 
grew progressively worse throughout the country and reached its peak the latte 
part of October. 

Accordingly, in view of the past pattern of freight-car shortages, heavier 
carloadings in 1956 than in 1955, and continuing wastage of freight cars in 
deliberate delay and circuitous routing of loaded cars, we found in Service Or 
No. 910 that 

“* * * on acute shortage of freight cars exists in all sections of the country 
that the movement of loaded freight cars is being delayed solely for the purpost 
of gaining additional time; that present rules, regulations, and practices \ t 
respect to the use, supply, control, movement, distribution, exchange, inter- 
change, and return of freight cars are insufficient to promote the most efficie! 
utilization of cars: it is the opinion of the Commission that an emergency ¢ XIStS 
requiring immediate action to promote car service in the interest of the pul 
and the commerce of the people.” 

The petition for reconsideration complains that no hearing was held pri ' 
the issuance of Service Order No. 910. However, Section 1 (15) of the Interstat 
Commerce Act specifically provides that— 

“Whenever the Commission is of opinion that shortage of equipment, col BS 
tion of traffic, or other emergency requiring immediate action exists in any sec 


Y 


der 


r to 
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ee 


of the country, the Commission shall have, and it is hereby given, authority, 
er upon complaint or upon its own initiative without complaint, at once, if 
o orders, Without answer or other formal pleading by the interested carrier 
arriers, and with or without notice, hearing, or the making or filing of a 
rt, according as the Commission may determine: (a) to suspend the opera 
of any or all rules, regulations, or practices then established with respect 
ar service for such time as may be determined by the Commission; (b) to 
ke such just and reasonable directions with respect to car service without 
rd to the ownership as between carriers of locomotives, cars, and other ve 
es, during such emergency as in its opinion will best promote the service in 
interest of the public and the commerce of the people, upon such terms of 
pensation as between the carriers as they may agree upon, or, in the event 
their disagreement, as the Commission may after subsequent hearing find to 
ist and reasonable; * * *.” 
fronted with the facts referred to above, we were and are of the opinion that 
re exists an emergency in which we are empowered to make directions with 
ect to car service without notice, hearing, or the filing of a report. 
Llowever, Service Order No. 910 remains subject to our continuous scrutiny in 
light of experience and of information presented to us by carriers, shippers, 
d other interested persons. Accordingly, while we are unwilling to defer the 
ctive date of the order (except as indicated below) we will receive and con 
er views and information as to its effectiveness in promoting more efficient 
| equitable utilization of freight cars. Therefore, the position will be denied. 
Nothing in this report, the disposition of the petition, or in the amendment 
ected in Service Order No. 910 shall be deemed an attempt by us to enforce 
order in violation of the teemporary restraining order issued on April 7 
rdingly, no action will be taken to enforce Service Order No, 910 until 
her order of the Commission. 


SERVICE ORDER No. 910 

LROAD OPERATING REGULATIONS FOR THE MOVEMENT OF LOADED FREIGHT CARS 

\t a general session of the Interstate Commerce Commission, held at its office 

Washington, D. C., on the 13th day of April A. D. 1956. 

(pon consideration of the petition of Digger Mountain Lumber Company, a 
opartnership composed of R. E. Vosburg, Victor L. White, Joe T. Diens, John A. 
MeMullen, and Lindsey L. Senter, and engaged in business at Corvallis in the 

te of Oregon, filed April 4, 1956, for nena ig ‘ration, for hearing and modifica- 

n of the effective date of Service Order No. 910, and of a report filed today 

i which is made a part of this order: 

lt is ordered, That said petition be, and the same is hereby, denied. 

by the Commission. 


SEAL | Harotp D. McCoy, Seeretary. 
Phe CHairman. Why can’t you? 
Mr. CLrarke. Because this is the 910th emergency service order we 
ive held. We never issue a service order except when an emergency 
exists. We found an emergency existed here because of the car short- 
tage Which required immediate action. 
Che CiairMaNn. Is there any time limitation on 910 4 
Mr. Crarke. Yes. It expires December 31 unless the Commission 
ides that it should expire at an earlier date. We announced time 
ifter time that we will terminate the service order just the moment the 
eed for it no longer exists. 
Qn the question of hearings, this is an order that has national 
pplication. We would probably have to hold hearings in 45 States 
in every section of the country, affording every industry indulging 
transit shipping, opportunity to testify, of which there are many, 
d of which lumber is just one. 
Senator ScHOEPPEL. At any rate, we have in the record some of the 
problems that we all have before us. 
he CHairMan. It all gets back to the shortage of freight cars. 
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Senator Scuoepret. That is right. 
The Charman. T will say this to the chairman from Kansas, a 
lppose Mr. Clarke must know this, too, coming from our area: VM 
nformation is that it will just about kill off a group of luni! 
peo} le, particularls the small Ones, who have for years used this Ly 
of merchandising. 


Mr. NI rZORG, There are mal 1\ people | AnOW lec do eable who share Vv! 


CHairMAN. Several of them came to me, and they were just 
eally upset about it. I must say, for the record, it was soe wo 
he people who came to me about it. because ] hap} ened to be th 

at that time 

Mr. Nerzore. Siry if IT may make a last comment on 910, and the 

ketotake 2 more minutes. 
e CrarMan. All right. 

NerzorG. I personally was in the Government for 15 years 
ureaucrat, both in Washington and out in the field. The attitude 
his instance on 910 is one that is totally incomprehensible to m« 
vive been with many agencies, I think we have never—as far as 

Wis concerned refused to vo out and meet W ith the people affect d 
by the orders of their own Government. 

’ The other matter to which I would like to turn goes back to this 1 
curring car shortage we have had for more than a half century. Ou 
Senators advised you it is a half century. It is more than a half ce) 
tury. In 1903, for example, the reason for the car shortage that yea 
Was because of a temporary closure of the Panama Canal. We have 
had one reason after another, sir, for more th: an a half century. I say 
this not in direct evidence. This is longer than I have been in this 
world. 

One of the things we would suggest for the consideration of the 
committee is the possibility of a committee, as a committee, or the 
Senate by resolution or the Congress by joint resolution, calling upon 

ICC to sit down and study this matter with a view to presenting, 
say within 6 months, a total comprehensive package, its view in a pack 
age, of a method of assuring within say 3 to 5 years, that there is an 
adequate fleet, properly distributed, of freight cars in this country. 

seve a package, as I envisage it, would include drafts of whateve1 
legislation, whatever authority the Commission thinks it might need; 
if fae are costs to the United States, to the Government or to the in 
dustry, some budgeting, some estimate of what those costs would be. 

(nd any other matter which the Commission believes is necessary 
to its power, to its authority, or to anybody else’s power or authority, 
to assure that ultimately the goods of this Nation can move about thi 
country in interstate commerce. 

I suggest the ICC because they rare thee xperts. This is the field that 
theoretically they should know. I would hope that in preparation of 
such a pace ‘kage, if the Congress sees fit to ask it. that the Congress 
or the committee would ask the ICC to get up the package in con- 
sultation with shippers and with the carriers so that at least we hope 
then to see ultimately an end to our annual car shortage in Oregon 
where we have been going through it, as I say, for fifty-some years, and 
with much greater severity, except in 2 or 3 of those years, than the 
Nation as a whole. 
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Phe CuairMan. I think that is a good suggestion. Of course it is 
y justifiable. The ICC is an arm of Congress. It can do things 
we can’t do ourselves. Out in that room | imagine there is a file 
thick on this problem, at least. I know on all the years that I have 
= this committee it oe thi ng. 

‘has made some good suggestions in times past, _ we never can 
to correlate what the railroads think thes crn do mehtly or 
ely, what the package is. And then, in i ne we have been 

ough these years, having some national emergencies that have 
led to the problem material, steel. For instance, ODM only last 
, as just another facet of this, added at my request 49,000 cars 
tnx amortization. Maybe we just have to pass some legislation 
direct these things to be done. We don't seem to vet anyplace 
them otherwise. But it hasn’t been, I don’t believe, wholly the 
lr of the ICC past or present becaus e they have been very conscious 
ie problem. Maybe we should have a pac kage that will inelude 
vislation and a plan. I think the suggestion is good. 
Mr. Nerzore. I would say to you, sir, that this is not a totally orig- 
idea. I was recently, until about a year ago, the associate gen- 
| counsel of the Bureau of Indian Affairs. The Congress has 
restled for decades with the problem of termination of Federal 
nsibility for various Indian affairs. Nobody was getting any 
ce It had gone over and over in hearings, and we were on the 
Hill, off the Hill. The Senators were concerned. There were joint 
mittees set up, single committees, standing committees, select com- 


ttees 


Finally, the Congress took what seemed to us a very Wise action. 


It simply directed the Indian Bureau to come up with a total pack- 
ve, submit it to the Congress as a basis for discussion, the package 
e assembled in consultation with the persons who were affected. 
\s IT say, it was a technique which is operable; it has been used f 
» Congress in its relation with the agencies. I toss it out simply for 
e consideration of the committee. 
I do not think that the ICC has been remiss in the thing, but I know 
the problem of the agency. It is this problem today, that tomorrow. 
d nobody really gets a chance to put his feet on the deck and con- 
der the whole total problem unless there is some deadline set by 
omebody who can enforce a deadline. And this is a natural inclina- 
tion of people. 
That, sir, if there are no questions, concludes my statement. 
Phe CHarrmMan. Thank you very much. 
Senator Scnorrpen. ‘Thank you very much. 
lhe next witness is Mr. Eldon Martin, vice president and general 
nsel of the Burlington lines. 


STATEMENT OF ELDON MARTIN, VICE PRESIDENT AND GENERAL 
COUNSEL OF BURLINGTON LINES, CHICAGO, ILL. 


Mr. Marrry. I have a prepared statement. With your permission 
| would like to read it, with a number of interpolations. 

Senator SCHOEPPEL. You may proceed. 

Mr, Martin. My name is Eldon Martin. I am vice president and 
general counsel of Burlington Lines, with headquarters at Chicago. 
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J speak not only for the Burlington, but also for the Atchiso: 
Topeka & Santa Fe Railway Co., Great Northern Railway Co., month. 
ern Pacific Railway Co., Illinois Central Railroad Co., the C hesapea! 
& Ohio Railway Co., Louisville & Nashville Railroad Co., Gulf, Mobile 
& Ohio Railroad Co., and the Denver & Rio Grande Western Railroa 
Co. I want to say very briefly a word concerning some of the remar! 
by Mr. Symes who appeared before this committee yesterd: ay. Among 
other things he referred to our group of nine important railroads as a 
minority interest. I suppose anything less than 50 percent is in some 
sense a minority. But our nine railroads are not a ragged remnant 
of the industry. We own about one-fourth of all the freight cars in 
the United States and operate about one-fourth of all the mileage i 
the country. Soif we be a minority, we are a very important minority, 
at least in our opinion. 

Another brief comment by way of comparison between the group 
for which Mr. Symes spoke and the group for which I speak. Boxcars 
are the heart of this car-shortage problem as this committee know: 
and as everyone knows. In the course of Mr. Symes’ statement he re 
ferred to the year 1929 as a healthy transportation year. He made 
some comparisons of 1929 with subsequent years. Since then I have 
obtained some rough figures about the boxcar ownership of Mr. Symes’ 
group of railroads, and the group which I represent, in 1929 and 1955. 
Comparing 1929 and 1955, his group of railroads lost 35 percent of 
their boxcar ownership. That is to say, in 1955 they have 35 percent 
fewer boxcars than they had in 1929, the year which he, Mr. Symes, 
chose as the starting point. 

The group which I represent has fewer cars also as everyone knows 
because increased carrying capacity and other factors have operated 
to reduce the national supply to some extent. Our group has fewer 
cars, but how much fewer? Only 18 percent 1929 versus 1955. And 
the most significant part of that statement is this: If Mr. Symes’ group 
of 11 railroads had kept their car ownership up to the same proportion 
of 1929 which my group has kept its boxcar ownership up to, there 
would now be in this country somewhere around 60,000 additional 
freight cars and some of the experts say that is about what is needed 
to correct the shortage. 

So much for the importance of our respective groups of railroads. 

For reasons stated by witnesses who appeared before this committee 
at hearings March 29 and 30, the railroads which I represent join in 
opposition to enactment of S. 2770. But I hasten to add that we are 
in complete sympathy with the objectives of the bill. Stated other 
wise, although we disapprove the precise language of S. 2770, we 
believe that car rental per diem charges are an important factor in car 
supply and distribution, during car shortages and otherwise, and we 
favor legislation which would authorize and require higher per diem 
charges during car shortages—as well as higher per diem charges gen- 
erally—upon the ground that such higher charges will provide an 
incentive for increased car ownership, and thus tend to increase the 
national car supply; and upon the further ground that increased per 
diem charges, during a car shortage, will partially offset the revenue 
loss sustained by a car owner when his cars are appropriated by others, 
and will promote more expeditious movement of freight cars at all 
times. 
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| submit for your consideration a draft of bill which we think would 
more appropriate and more effective, as well as less objectionable, 
nS. 2770. 
[f you will look at the prepared statement that you have before you 
| tear off the last two pages you will see the bill which we recom- 
nd. 

would like to ask that those two pages, the substituted 5S. 2270 
| appended note be inserted in the record at this point in my testi- 
uy, if that is agreeable. 
Senator SCHOEPPEL. It will be so inserted. 

Che suggested substitute for S. 2770 is as follows :) 


Section 1 (14) (a) of the Interstate Commerce Act is amended by adding at the 
thereof a new sentence reading as follows: 
he Commission, in establishing the compensation to be paid for the use of 
such vehicle which is subject to per diem charges, based upon time or deten 
us distinguished from mileage, shall prescribe maximum reasonable com- 
sation for the use of such vehicles as an incentive for construction and mail 
nce of an adequate national supply of such vehicles, and shall include as 
tor in such compensation, the earning power or value of use of such vehicle 
is lost by the owner when it is used or appropriated by others.” 
tion 1 (15) of the Interstate Cominerce Act is amended by adding at the 
thereof a new paragraph reading as follows: 
\Whenever an emergency involves a shortage of vehicles which are subject to 
iem Charges, bused upon time or detention, as distinguished from mileage, 
Comunission shall have power, on complaint or on its own motion without 
aint, after hearing, to prescribe such uniform increased per diem charges 
1 the opinion of the Commission will give proper recognition to the greater 
» of the use of such vehicle during a shortage of such vehicles, and to the 
of such increased per diem charges in promoting the expeditious distribu 
nterchange, movement, and return of such vehicles to their owners. In 
order under this paragraph the Commission may specify the class or classes 
ehicles which shall be subject to such increased per diem charges. So long 
ny such order remains in effect, all users of each vehicle of any class so 
ified shall pay, and all owners of each such vehicle shall charge, and collect, 
the use thereof, the increased per diem charges thus prescribed. 
fhe Commission is authorized, in administering the provisions of this para- 
h, to prescribe such special rules of practice as will assure prompt disposi- 
of the proceedings, and to make its order effective as of the date of the 
tution of the proceedings or as of such later date as the Commission may 
proper.” 
NoTE).—Section 1 (14) (a) of the act covers the Commission’s continuing 
powers over car service. The amendment is intended simply to emphasize the 
rtance of maximum reasonable per diem Charges as a factor in maintaining, 
| times, an adequate national supply of freight cars. 
section 1 (15) of the act covers the Commission’s emergency car-service 
ers. The amendment suggested would operate only during an emergency car 
shortage but, under such conditions, would provide for an increase in per diem 
charges. 
would make this increase applicable uniformly in favor of all car owners, 
iniformly against all car users, of the type of equipment in short supply. In 
words, it would operate not as a penalty against the user but as partial 
compensation to the owner. The Commission has said that in times of car 
Shortage a freight car is worth to the user from 3 to 10 times the amount of 
revailing car hire charges. 


Mir. Marrin. L will come back to a discussion of that later. But 
before discussing the language of any particular bill, let me state, if 
lcan, (1) the problem to be solved, (2) the conditions or causes which 
created it, and (3) the solution, as we see it. 

briefly, the basic problem or objective is to get more freight cars. 
We don’t have enough because we have actually discouraged the ac- 
juisition or construction of new cars. ‘The solution lies in substitu- 
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tion of an incentive which will make car ownership more attract 
[ want to develop each of these points, but it will be helpful if yo 
will bear in mind, constantly, this simple statement of the problem, 
cause and its cure. 
THE PROBLEM 


The problem, as this committee knows, is serious, recurring, a1 
vital to our economy and our national defense. Each member of t! 
committee undoubtedly has heard frantic pleas from his constituent 
When a factory, grain elevator, or industrial plant was shut down, 0 
its operation seriously disrupted, for lack of freight cars. 

You have heard more this morning. No further testimony is neede 
as to the seriousness of this problem and its long duration. 

The Interstate Commerce Commission and the Association 
American Railroads have tried to cope with the problem witho 
much suecess—in part because the LCC has been hampered by limita 
tions on its statutory powers. 

Senator Scuorrpret. Might I ask you at that point, with reference 
to being hampered by limitations on statutory power, do you thin! 
that this proposed act, this proposed measure, would eliminate son 
of those limitations 4 

Mr. Martin. Yes, sir. The bill which I have suggested here would 
remove the limitations upon the Commission’s power to correct th 

wr shortages through the means of providing adequate rental charge 
ain h in turn will encourage construction and maintenance of more 
freight cars. That is my opinion. 

This committee, with the help of the Honorable Clyde M. Reed, 
conducted an investigation which led to publication of The Story of 
the Boxears (S. Rept. No. gue. 80th Cong., 2d sess.) and gave 
promise of constructive results, but this good work was interrupted b) 
the untimely death of Senator Reed. 

The subject was considered further by this committee, under 
chairmanship of the Honorable Edwin C. Johnson, during the a 
of 1952 

Recurrent serious car shortages are stil] with us. This committe: 
ean help by sponsoring the enactment of appropriate legislation 
which appears to be necessary because all other avenues of relief ha 
failed. 

You heard this morning a suggestion that we have had ear short 
ages for at least 50 years. That goes back a little beyond my personal 
knowledge. But I do know that for at least 15 years we have had an 
almost continuous car shortage. There have been periods of relief 
in various sections of the country, and even for almost a year at a 
time there has been relief. But by and large you have had in this 
United States an almost constant recurring car shortage for a period 
ot over LD years. 

Under those circumstances I cannot myself, nor can the railroads 
which I represent, go along with the, “everything is going to be al! 
right.” theory that was supported by Mr. Symes and his railroads, 
and by others who oppose any action whatever to cope with this 1 
mediate problem of a car shortage. 

We think 15 years, or 50 years, or whatever it is, is long enough t 
suffer. We think some effort should be made to meet the problen 
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tnt hei bl 


oe 


t just say, “everything is going to be all right.” It hasn’t been. 
ne of those who oppose the prince iples whie h I endorse and which 
mild be carried into law by the amendment I suggested, have an 
vested interest in the st: tus quo. That is why they want to preserve 
That is why they tell you, “everything will be all right if you 
on't do anything. ” “We take the contr: ary view. We say that our 
og sa will help, and at least you ought to try them. 
| said earlier that the problem was simply one of getting more 
eight cars. That is the basic problem, but there are other serious, 
hough subordinate, problems which grow out of this fundamental 
ficulty, including the very practical problem of obtaining more effi 
nt and more equitable ownership, distribution, and use of ears now 
service. These subsidiary problems, however, would tend to disap 
iF if the basie problem were solved. 
\n example is the discussion this morning of service order 910. 
is Is a subsidiary — lem that arises out of the basic problem of 
equate national car ownership. 
| turn now to the cniidas and causes which created this important 
oblem. 


THE CAUSE 


In testimony before this committee, March 29, 1956, Mr. T. L. 
— sper aking for the Association of American Railroads, _ 
“Inadequate railroad earnings are the fundamental cause of : 
niet car supply.” and comment to the same effect appears in 

statement of Commissioner Owen Clarke. 
Commissioner Clarke pointed to “the close relationship between 
fits and railroad willingness and financial ability to invest” and 
is recognized the importance of the profit motive as a factor in 
termining the scope and level of railroad capital investments. We 
orse these statements concerning the inadequate earnings of the 
lroads, but emphasize the fact that the harmful effect of inadequate 
rnings, and the absence of the profit motive as an incentive for 
estment is most clearly apparent in connection with acquisition and 
ership of new freight cars. 
lhe basic reasons for our depleted inventory of freight cars, and 
e inefliciency and inequity which go with it, are not difficult to state 
understand. They rest upon the sound and simple principle that 
‘who must use a particular article in his business will either own 
t, or rent it from others, in the light of his own selfish interests. 
Other factors being equal, he will rent, rather than own, if the 
ted article will serve his purpose and cost him less in the long 
This is particularly true if the article comes into his possession 
tuitously, without effort or negotiation, and he is lawfully per- 
(ted to use it by payment of a rental which he knows is far below 
value to him or to the owner. 
lhis is true whether the article is a tuxedo, a television set, or a 
eht car. 
\s I shall demonstrate in due course, this obvious principle explains 
existence of our depleted inventory of freight cars, as well as the 
use and maldistribution of those now in service. 
lhe freight cars of the United States move indiscriminately — 
railroads. Theoretically, when a particular car is thus used | 
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other railroads, the owner is made whole by rental payments known ; 
per diem charges. 

Actus lly, per diem charges are too low to reflect the value of su 
cars, to their owners, especially during car shortages. The present p 
pie mi charges of $2.40 per car-day do not cover the full current cost 
of series, such as depreciation, interest, taxes, repairs, et cetera, 
and, of course, are far below the amount which a car owner could 
earn daily by the use of the car on his own railroad, when a shortag 
exists. 

To us, this seems most unjust, on grounds of common fairness, b 
from the standpoint of the national interest this theory is fraug 
with dangers which transcend injustice to a particular railroad. 

This is so because the policy referred to actually discourages 1 
construction of new freight cars, and places a premium upon 
adequate car ownership. 

Concurrently, it creates serious problems for those railroads whi 
own and maintain enough cars to perform their share of nation 
transportation requirements, and for the important shippers whi 
they serve. 

Just so long as it is cheaper to rent a car than it is to own one—al 
that is the situation today—underbuilding will be the policy of str: 
tegically situated railroads, and construction will be held to minimw 
requirements. 

Conversely, however, if per diem charges were increased so as to 
make ownership more attractive than rental, the national car suppl) 
would automatically increase, because the improvident lines, which 
now use cars owned by others, would be compelled, in their own selfish 
lnterest, t(OOwn more cars. 

Senator Scuorrret. Don’t you think that with the rapid amortiza 
tion—and that is a decided advantage-—— 

Mr. Marvin. It is. 

Senator Scnorpren. And in all probability, as the chairman has said 
here—and he has been most helpful in making the suggestion that it 
be continued—coupled with what you say here, and w ith r: pid amorti 
zation, and with steel available, it is pretty hard for some of us to 
understand why this can’t be alleviated. 

Mr. Martin. I think it will work. I think it is bound to work be- 
cause it provides the incentive for voluntary action that has been the 
foundation for all the progress this country has made. 

Make it worthwhile, make it profitable, make it advantageous, if 
you please, to own more freight cars, and you will get them. That is 
what you have done. That is the theory and the principle which un- 
derlies your rapid amortization. Apply the same principle to the 
fixing of fully compensatory and profitable per diem charges and you 
will just add one more incentive to a road to get cars for itself. 

Senator Scuorpren. And in order to do that, that is one of the rea- 
sons why we are confronted with this type of legislation here, and this 
type of an amendment. 

Mr. Martin. It is such a sound obvious principle it seems to me. If 
you want an article, make it worthwhile to own it. Don’t make it a 
bum investment to own it, as we have today, that sort of situation. 
Make it attractive to own it and you will get them. 
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This principle is so sound and so obvious that it scarcely needs con 
firmation, but a couple of brief quotations may be appropriate. In 
estimony July 19, 1955, before a House committee which conducted 

arings with respect to the rapid tax amortization program, under 
the chairmanship of Representative Mollohan, Mr. Joel Dean—an ex- 
pert in the field of railroad finance—said: 

A new car will spend some unavoidable portion of its life under the control of 

her railroads for which the owning railroad receives only a uniform daily 
ental. 

The amount of the level of these daily rentals and the proportion of time the 
r spends in per diem rental service affect the protitability of a new car 
ivestment. 

If railroads can rent cars cheaper than they can own them, the basic profit 
irive to investment is considerably weakened for any road that can lay its hands 
nan adequate supply of rental cars. 

And if, in times of car shortage, the owning road finds its cars disappearing 
to the national pool, where they are appropriated for the duration of the short- 
ge by railroad whose car ownership is inadequate, then accelerated amortization 
has an uphill fight. 

Senator Schoeppel put his finger on an important point which ties 
n directly with Mr. Dean’s testimony. In other words, rapid amorti- 

ition is a help, but it has an uphill fight when it is cheaper to rent 
hanitis to own. 

l'o the same effect is the testimony of Commissioner Owen Clarke 
f the ICC, who appeared before this committee on March 20, 1956, 

said: 

Car shortages occur because a few railroads consider it cheaper to rent cars 

in to own them, 

I might interpolate that I think there are more than a few who take 

at position. 

With the earning value of an average freight car many times the current per 
em charge of $2.40, the temptation is strong among certain railroads, and espe 
ally those having little or no ownership, to appropriate the equipment of other 
arriers for their own use. 

So long as a railroad can fulfill its common carrier responsibility with rented 
equipment, it has no economic incentive to provide its fair share of an adequate 
ir supply. The inevitable result is that an adequate supply is never acquired. 

And you have had the proof of it in the last 15 years at least. 

[t is our considered judgment that adequate per diem charges—at 
all times, coupled with shar p increases during periods of emergency 
would do more than any other single factor to produce an adequate 

ipply of freight cars in this country and concurrently stimulate the 
xpeditious movement of cars now in service. 

Per diem charges are now generally fixed by national agreement 
mong the railroads. That practice should be encouraged, but if ade 
juate charges cannot be thus established—and they haven’t been—the 
‘ommission should be empowered to act, and Congress should pre- 
eribe standards which will insure an adequate national car supply. 

his can be done by the simple, self-executing method of making car 
\wnership more attractive. 

Now, however, we have a form of involuntary leasing and rent con- 
trol which discourages car ownership, places a penalty upon those rail 
roads which buy or build new cars, and, conversely, encourages those 

who ean do so to appropriate and use the cars of others instead of mak- 
ng a fair contribution to the national inventory of such equipment. 
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Phe explanation for our constantly recurring car shortages is, to \ 
at least, as simple as that: and the cure or solution is just as obvious. 


rik SOLUTION 


The solution is to encourage the establishment and maintenance of 
per diem charges at a figure which will make it more attractive to a1 

ividual railroad to buy and own cars rather than rely upon its 
ability to use the cars of some other railroad received in interchang 

Now, and for many years in the past, the charge has been so Jo, 
as to make it more profitable to use cars owned by other lines. 

In other words, just reverse 

The Cuarrman. Would you have, in that case, the Congress set the 
terms, or give authority to the ICC to set those terms? 

Martin. I have considered that at some length, Senator Mag 
nuson. The bill which I have given you here would give the Inter 
state Commerce Commission the power to fix it. After a good dea 
of thought I think that is probably the better procedure. 

The Cuatrman. In your opinion, the figure arrived at I suppose 
could be somewhat flexible, subject to change from time to time, but it 
could be predicated very simply upon the capital investment of a new 
car ¢ 

Mr. Marry. Plus the value of the use of the car during the shortage. 

The Cuamman. It would be flexible at the times when the use was 
more valuable ? 

Mr. Marrry. When the use was more valuable it could be higher: 
yes. 

We need simply to reverse the incentive. The incentive now is to 
rent. We want to reverse that and provide an incentive to own, That 
is all you need, in my humble judgment, to get a great many more 
freight cars than you now have. 

That part of a railroad’s net income which is retained in the busi- 
ness can be used for many worthwhile purposes, including acquisition 
of diesel locomotives, construction of modern classification yards, in- 
stallation of modernized signal systems, reduction of grades and 
curves, et cetera. 

Any such project will yield a far greater return on the investment 
than acquisition of new freight cars under the current per diem rates. 
Under these conditions, little if any incentive exists for further in- 
vestment in freight cars, and the railroad president who authorizes 
such an investment is necessarily hard put to justify, to himself and 
his stockholders, an investment in property which will produce little 
or no return, and which often is not available when it is most needed. 

The Cuatmrman. That is pretty much the suggestion that has been 
given to me informally, on that problem, by Mr. Macfarlane. 

Mr. Martin. That is correct. I got the bulk of that idea from Mr. 
Macfarlane ina speech that he made in Seattle. 

The CratrmMan. Ile tells me that it costs over $8,000 to build 
modern freight car in their own yards. I am using the NP figures. 

Mr. Martin. Mr. Symes used the $8,000 figure yesterday. 

The CratrmMan. And about $12,000 for a reefer ? 

Mr. Martin. That is close. 





AMENDING INTERSTATE COMMERCE ACT 231 


he prospective purchaser of freight cars wants and needs reliable 
surance that per diem charges will be fixed sufliciently high for car 

nership to be a profitable and desirable form of investment. 

Conversely, every railroad should be put on notice that it will no 

wer pay to shrink from compliance with the duty of owning and 

uintaining a fleet of freight cars adequate to carry its proportion of 

e tratlie moving over the Nation’s rail network. 

Unless this is done, the shipping public will continue to suffer from 

current severe car shortages. 

I want to emphasize that fact. This is a problem which hurts us, 

e roads which I represent, but it is far more possi from the 
iandpoint of the public interest. We complain, yes. But the ship- 

pers of this country who are faced with recurrent car shortages year 
fter year for almost a generation, are worse sufferers than we. And 
| hope) you ge ‘ntlemen will do something about it. 

Phe CuarrmMan. Is there a greater movement of cars east of the 
\ississippi as against west of the Mississippi? 

Mr. Martin. The trend is eastward movement; yes, sir. 

The CuairnmMan. From the best information I have, that runs about 
G0—-40, 

Mr. Martin. I don’t know the percentages. 

Phe CiatrmMan. But there is a greater movement east 7 

Mir. Marvin. There is indeed. That is one of the troubles. 

Phe Cuamman. And they tend to hold the cars / 

Mr. Marvin. When the shortages develop, the terminating lines— 
t's not use East and West because it is really a question of originat- 
ng and terminating—when a car shortage exists the originating lines 

hich generally own more cars than they ought to have to own, load 
them and ship them to the destination and the destination line never 
ets go. That is one of our troubles. 

The CuatrremMan. Phe normal movement to the destination line is 
more in the concentrated eastern areas than in the west; is that 
orrect ¢ 

Mr. Marvin. I think that is correct. 

Phe CuarrMan. That would be normal ? 

Mr. Martin. Yes: that would be expected. 

The present statutory powers of the Interstate Commerce Commis- 
sion have been found inadequate to enable it to increase per diem 
arges during a period of car shortage for the purpose of promoting 
creater efficiency in the use of cars, and to the end that the national 
ventory of freight cars may be increased. 

in Tnerease d Per Di aD Charge Oo 1 Freight c ars POS LCC 659), 

» Commission ordered an increase in the per diem rate to accom 

id these objectives. On complaint of railroads having a To 
f car ownership and accustomed to rely heavily on their ability to 
itilize the equipment of other railroads, the order of the Commission 
vas set aside (Palmer v. UN... 75 F. Supp. 63). The court he ld that 
he Commission was powerless to fix per diem rates for regulatory 
lrposes. 

Of course that is why we are here. 

Because of a question yesterday by Senator Bricker, I want to say 


od 


ist a word or two about the constitutionality both of S. 2770, as 
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originally introduced, and about the constitutionality of the suggest: 
substitute for that bill which I have offered here this morning. 

As to our bill if I may so characterize it, I have not the slight 
doubt about its constitutionality. It simply amends the section 
paragr: aph 14 of the act to provide that the Commission, in fixing } 
diem charges, shall fix them at a maximum reasonable level and th 
provide an incentive for acquisition of more cars. That is a pr 
vision that would apply all the time, and go into the provisions of 
the statutes which govern the Commission’s activities year in a1 
vear out. 

' The second would be an amendment to paragraph 15 of section 
which is the Commission’s emergency power and authorizing them t 
fix, for temporary periods, substantially increased per diem charge 
as an additional incentive during shortages. I have not the slightest 
doubt ae the constitutionality of that suggested amendment. 

As to S. 2770, I have discussed the question with a number of 
aes who ought to know something about the subject. There has 
been some expression of doubt about the constitutionality of S. 2770 
as offered. I don’t share that doubt to the same degree, at least, that 
some other lawyers entertain. I rather think that even S. 2770 as 
offered—and as I said earher I don’t lke that bill, I think it has som: 
soft spots 

The Cuatrman. I want to say again there is no pride of authorshi 
he re. 

Mr. Martin. [ understood so. 

The CHarrman. We are merely trying to get at the problem. | 
think it might be well to have your suggested substitute printed as a 
substitute so that we can have them both, as a committee print. 

Mr. Martry. T would be glad if vou would, Mr. Chairman. 

The CHatrman. The railroad lawyers can have copies of both of 
them. 

Mr. Marrinx. That would be very helpful. I am not conceding that 
S. 2770 is unconstitutional. The Commission has and should have 
broad powers. It might be that it could stand a court test. I ai 
quite confident that the suggested substitute would stand up in any 
court. 

The Cyatmman. As T recall the Palmer case, the court didn’t say 
that the Commission did not have the constitutional right to do this 
job; it merely said that the Congress hadn’t given them authority, 
didn’t it, in effect 

Mr. Martin. Yes, sir. It was a question of the power accorded 
by the laws of Congress. 

The CHatrman. They didn’t go into the constitutionality, of 
whether the Commission could or could not do that; they merely si 
the Congress had not given them the authority. 

Mr. Martin. That’s right. I think there is some dicta in there that 
raised a vellow flag perhaps on the question. Certainly it was not 
decided. 

The inadequacy of the Commission’s powers could be remedied by 
amending the Interstate Commerce Act, under which the Commissio! 
now has power to prescribe per diem charges by providing— 

(1) that such charge shall be fixed with due regard to the necessity of pr 
viding an incentive to every railroad to procure and maintain a sufficient ca 
supply 
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at is the continuing power that we think the Commission should 
ve. Which is incorporated in the suggested ame arcane nt to paragraph 
of section 1. You would need in addition, (2), a provision 


t during a shortage of equipment, or other car-service emergency, the current 
diem charges shall be increased, substantially, as a means of encouraging 
e expeditious movement of existing equipment, and by way of partial reim 
sement to the car owner for the loss which he suffers when his equipment 
ppropriated by other railroads. 
It will be observed that these suggestions are aimed at the attain- 
nt of twin objectives, (1) an increase in the total car fleet of the 
lroads, to be brought about by making car ownership more attrac- 
e through the establishment of adequate and realistic per diem 
arges at all times, and (2) more expeditious movement of existing 
uipment, as well as more equitable treatment of car owners, to be 
complished by a surcharge, over and above the ma per diem 
arge, for the extravaluable use of such equipment during a car 
ortage. 
| would like to say there, there is, as indicated by testimony vester 
vy, some opposition to these principles which I think are so sound 
d which we endorse so enthusiastically. If, as sometimes h: appens 
a congressional committee or on the floor, you gentlemen run into 
»much opposition to the second part of this provision, or the second 
rt of this suggested substitute which has to do with the Commis- 
n’s emergency power, for heaven's sake stand like a rock of Gibraltar 
an amendment similar to the first paragraph which looks to the 
¢ range all-time future and would provide a incentive for con 
ions acquistion of an adequate national car fleet. 
Senator Scnorrren. I would like to pal from your prepared 
itement and ask you, Mr. Martin, some questions. TI want it dis- 
ctly understood that I am doing it because I think it ought to go 
the record. T think we ought to have some views expressed on it. 
thout expressing how I myself might feel on it. I think it is 
mething that we should have in the record where we can take a look 
it, because it has been suggested to me that there are some other 
ited causes that enter into the shortage of boxcars. 
\t the hearing on this bill on the 29th of March T think it was 
\Ir. Gass, who was head of the car service division of the Association 
(American Railroads, who commented that key point restrictions 
trucks in substitute service was causing unnecessary waste of cars. 
at isthe key point system, for the benfit of the record ? 
Mir Martin. I was not here, unfortunately, on March 29, but T think 
an answer vour question, Senator. The restriction referred to, I 
nk. isa restriction that is put into orders by the Interstate Commerce 
mmission authorizing operation of railroad-owned motor carriers. 
In a number of such certificates, a rather large number of such 
tifieates, issued by the Commission to railroad-owned motor car 
rs, the Commission has inserted restrictions which are generally 
two types. The so-called key-point restriction which limited the 
ck operation to movement between specified so-called key points 
hout the privilege of unloading or picking up between those kev 
nts. and also a further restriction that limited the operation of 
railroad-owned motor carrier to the movement of traffic which had 
ior or subsequent railroad haul. 


77964—56——16 
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Those tend to produce wasteful car-days because those railros 


which, like 1 own, the Burlington, : ulso ope erate truck lines althoug 
this restriction does not app rly to our certifie: ates in all Cases by ‘ 
means—if you can haul traffic by your truck you very freque “ntly 

avoid, between certain points on your r: uilroad, the use of a freig 
car to move small tonnages to intermediate points bet ween terminals 

Senator ScnorrreL. Now for the benefit of the record: What « 
vou mean when you talk about prior or subsequent rail haul? I thi 
I know, but for the benefit of the record. 

Mr. Marrix. That is another aspect of the same problem. Ty 
Commission in issuing certificates to tena owned motor carrie: 
has frequently said, in effect, that the motor carrier could not transport 
over the highway any traflie which did not receive either a prior o 
subsequent haul over the railroad. 

In other words, the railroad-owned truckline coldn't operate as 
truckline, but could only operate as an adjunct of the railroad. | 
that sufficiently clear ¢ 

Senator SCHOEPPEL, Yes. Now can you tell this committee if thes: 
restrictions are contribut Ine to the boxear shortage in your judgme: t 
That is why I am bringing this in, because it was referred to by M 
Gass’ testimony before. 

Mr. Marrin. I am perhaps not as well qualified a witness on th 
subject, Senator Se hoep pel, as will be one or two men who will follo 
me. But I will say, in answer to your question, “Yes,” I think thos: 
restrictions, both of them, the key-point restriction and the prior and 
subsequent rail haul restriction, operate to compel the use of railroa 
freight cars, which would be unnecessary if the restrictions did not 
exist. 

Senator Scnorpren. I am raising these questions out of order here. 
and I apologize for breaking into the continuity of the statement thi 
you want to make before the committee. But by reason of the fact th 
this matter has been brought up, has been previously testified to. | 
thought that in these hearings some place we should have some ex 
planation of it for proper analysis, one way or another, whatever the 
views of the committee might be on it, as a rounded-out record if 
as it has been indicated by some, that certain practices contribute 
to the drastic car shortage. 

As you indicated there are some other witnesses following you th 
might care to elaborate on it. In that event, it will probably be hel} 
ful to have it in the record at this point. 

You may proceed from where you left off. 

Mr. Martrn. I had referred to the first objective of our suggested 
substitute, which is a long-range objective and designed to bring 
about maximum reasonable per diem charges at all times as an i! 
centive for increased car ownership at all times. 

Now the second objective to obtain more expeditious movement of 

‘ars during temporary periods of car shortage is more complicated and 
more difficult of attainment. It can be argued and it was argued 
yesterday, that an increase in per diem charges during a car shortage 
will not expedite the movement of freight cars, or hasten their retur 
home, because the user can still make money by using them at a rental 
twice or three times the normal charge. This argument has some 
substance—but it is nevertheless hard to believe that a doubled per 
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m charge, for example, would not, in some degree, operate to expe- 

e the movement of freieht cars, because that would be the only way 
aan the ine idence ot the doub le charge, The same prince ip le. 
plied to demurrage charges, has been effective in bringing about 
cker release of cars by shippers. And you might remember that 
ne of our opposition has had anything to say about that. There isn’t 
y controversy, as far as I know, about the fact that subst: antially 
‘reased demurt: age charges during the periods of car shortage are 
ry effective in bringing about the quicker release of cars by eng 


ers. Why can't we use the same basic principle to obtain more expe 
ifious movement of Cars by railroads / The medicine has worked on 


e patient. Let’s try it on another one that has been sick for 15 
us. At least find out whether it will help cure his disease. 

In fact, the same court which held that the ICC could not increase 
r diem charges during a car shortage, recignized the soundness of 
e principle that “any charge upon a time basis furnishes an incentive 


x prompt return of the property” (Palmer v. United States, 75 


Supp. 63,68). That is A, B,C 

Be this as it may, simple justice suggests that the improvident rail- 
id should not profit from its own wrong, when it takes from the 
ovident car owner not only the car itself but also the profits result- 


ng from its use. 


| 


The compulsory assessment of higher per diem charges, during a 
r shortage, has been recognized as a sound principle, for many years, 
the code of per diem rules of the AAR. That code has been approved 
the ICC. A note appended to rule 19 of that code provides: 


* * * Generally as between the provident and improvident roads it must be 


~ognized that if in time of great car demand the improvident road has to be 


sted for the benefit of its patrons and its territory at the expense of the 
ovident road there must necessarily be set up some method of compensation for 
» provident road and this of necessity may go beyond mere car hire * * *, 

In other words, in that note the authors had in mind the very thing 
at is contemplated by the second paragraph of our suggested amend 
ent. They knew, and well the »y knew, that in times of car shortage a 
ris worth up to 10 times the amount of per diem charges, and they 


new that often a car owner is deprived of the use of his ear during that 
period. And they said you naturally ought to give him more during 


ose periods for the use of his car than you would give him during the 


ormal period. 


In an early case decided by the Interstate Commerce Commission, 77 
Car Shortage, ete. (12 1. C. C. 561), it was pointed out that durme 

mes of great need the holder (of a freight car) 

iid earn perhaps 10 times the amount that he would be compelled to pay by 
e the foreign carts 


nd it was suggested that a rule might be adopted under which car 


utal charges per day might be increased “possibly fourfold during 
latter half of the vear, when cars are most needed.” 

| mention those only to indicate that the principle which we advocate 
me which has been recognized as sound for a long time. 

Unfortunately, the rule quoted above has not been enforced during 

cent years but it is just as sound as it was at the time of its adoption, 

iforcement of this rule can be assured if Congress will make it man- 
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datory by enactment of the statutory amendments to which we hia 
referred. 

(C‘oming now to S. 2770, contrasted with the provisions of the drat 
of bill which I have submitted for your consideration. 

Senator Scnorpper. Mr. Martin, vou are just halfway through he: 
It is now past 12:30. I believe that it would be better if you do 1 
mind—can you be here this afternoon ¢ 

Mr. Martin. Yes: indeed. I will be here as long as you want 

Senator Scuorrren. | think we should recess the hearing at t 

uncture because you are now going into a discussion of S. 2770. Let 
the record show that we have recessed until 2 o’clock this afterno: 
in this room. 

( Whereupon, at 12:33 p.m. the hearing was adjourned, to reconvs 

at 2 p.m. the same day.) 


AFTERNOON SESSION 


The Cuatmman. The committee will come to order. 
Mir. Martin / 


STATEMENT OF ELDON MARTIN, VICE PRESIDENT AND GENERAL 
COUNSEL, BURLINGTON LINES, CHICAGO, ILL.—Resumed 


Mr. Martin. Coming now to S. 2770, contrasted with the revisio 
of the draft of bill which L submitted for your consideration, we opp: 
the specific considerations of S. 2770 because, under that bill, the Co 
mission could impose penalties in any amount “on one or more ca 
riers” and “in any section of the country.” In our view, these pro 


sions are not only impracticable and unnecessary, but they overloo! 
the basic reasons for such legislation, and approach the problem fro 
the wrong angle. 

Our objective is an overall increase in the total inventory of freig 
cars. It can be attained by assessment of relatively high per die 
charges which thus make car ownership more attractive, but whe 
car shortage exists, the car owner ought to get the higher charge, a: 
the car user ought to pay it, on all kinds of cars which are in short 
supp ly, without regard to the geographical area which may be m 
directly affected, and without regard to the loc ation of the car itse 
or the location of the user railroad. The owner's loss, the user’s ga 
and the incentive for increased car ownership, is substantially 1 
same In any event, 

A railroad which owns an adequate supply of cars will not suth 
from the imposition of higher per diem charges or surcharges, becaus 
its payments for the use of foreign cars will be offset, substantially. 
by receipts from the use of its cars by foreign lines. On the otli 
hand, the improvident railroad, which owns few, if any, cars and 
doing business on the car investments of others, will have a large debit 
balance in its per diem account, until such time as it acquires mo 
ears. This isas it should be, and such results would be automatic 1 
the bill which I have submitted. 

You would not need a staff of ICC investigators to police it. 
would police itself. Under our bill, the benefits or detriments wo 
depend upon the adequacy or inadequacy of the car reece 01 
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rticular railroads hot upon the geographical area most seriously 
ected by acar shortage, nor upon the geographical location of the 
owner, the car user, or the car itself. The sure hi arge =~ apply 
forms to all owners, and all users, Of cars of the type | 1 short 
pply. 

\ further reason for disapproval of S. 2770 1s the fact that the 
mmission already enjoys very broad powers over car service, includ 
» power to punish individual railroads for violation of its car- 
vice orders and regulations. it: as suggested by Commissioner 
irke, the Commission wishes “to determine the extent to which 
lroads, individually and collectively, are deficient in car owner 
p, it is quite clear to me that such action can be taken under 

sting law. 
[ nder section 1 (11) carriers are required 


irnish safe and adequate car service 


| under section 1 (21) the Commission, after hearing and upon 


propriate evidence and findings, may order any carrier by rail- 


uc 


provide itself with safe and adequate facilities for performing * * * its car 

ice ‘ 

such an order were entered, the Commission, under existing penalty 

ovisions of the statute, would be “in a position to exert pressure 
n deticit railroads to increase their owne rship.’ 

Ve ought to cure the disease by an attack upon its fundamental 
Ss, Instead of attempting to treat a few of the symptoms. We 
an ieentive which will encourage all railroads voluntarily to 

ovide more freight cars, far more than we need fines or penalties 

inst a few railroads which choose to rent cars rather than own 
em because they can do so at less net cost. 

It may be argued by the improvident lines which do business on 

car investments of others, or by certain railroads which find them- 
ves, fortuitously, in possesslon of cars unloaded on their lines, 

il the per diem surcharges which | have recommended would place 

on them a severe financial burden, in the form of increased 

tals, which they cannot avoid by expeditious movement of equip- 
ent in their possession. 

I might interpolate that that of course was one of the points that 

is argued yesterday, and one of thep oints which uppears in the 

itement filed by Mr. Glacy of the Boston & Maine, as well as the 
tatement of Mr. Symes on beh, ilf of the | ennsylv: ania and others. 

In the first place, this burden would not generally arise because, as 

‘have shown, a railroad which finds itself in possession of a freight 

ci during’ il serious car shortage, « ‘an earn from its use from 3 to 10 

mes the amount of the current car rental charges. And that is no 

rden. 

The CHairman. How does that happen? I don’t quite understand 

it. If they have the car during a shortage, do they use it more / 

Mr. M. ARTIN. Yes. 

Che CHarrMan- The rates are the same? 

Mr. Martin. The rates are the same but the problem is getting : 

rtomovethetraffic. Ifthey havea car at a time of car shortage— 
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The CrairmMan. You say they can earn from its use from 3 to I 
times. You mean that if the shortage exists, and the car is wit 
another railroad, that they will use it 10 times more’ Is that t ) 
Olnt / ! 

Mr. Martin. No: not quite. It approaches the point. The pol t | 
isthis: that when a shortage exists | 

The Cramman. They have the car. rok 

Mr. Marrix. And they can use it to earn money with. If you Nie 
haven ta car you can’t use it to earn money. Wn 

The Cramman. Why would they earn from 3 to 10 times more ? op 

Mir. Martin. That comes out of the Commission reports hut it rel 


also related to the average revenue of traffic handled in boxears. 
The Crairmax. What I am trying to get at is do they earn th 
extra amount with the car because thev use it more / 


Mr. Martix. No. They earn that because the car is there to us 
It produces that much gross revenue by its use. Whereas the roa 
that doesn’t have any car can’t earn that money. I will develop that til 
later. l 
The CuarrMan. Whatever they earn is more than nothing. pl 
Mr. Martin. Whatever they earn is more than $2.40 that they pa 
for the rental. } 


In the second place, even if some slight additional burden were thu 9 
placed upon a few railroads, that fact would not justify confiseatio 
of the car owner’s property. In effect, confiscation of the propert 
of the shipper which that car owner serves. “Confiscation m: iv result 
from a taking of the use of property without compensation quite a 
well as from the a? of the title.” Chicago, M. & St. P. Ry. Co. 
Minne sata (134 U EIS, 158): Chic ado, PR. i. cl P. Ry. Co. v. Unat 
Ntates (284U.S. 50, 96 97). 

Third, and this is a very important point, machinery is available 
in the car service division of the Association of American Railroads. 
and, ead. in the Interstate Commerce Commission, to correct an 
true inequity which may result from application of these sound pri 
ciples. So-called per diem reclaims, which permit readjustment of 
car hire charges under speci: al circumstances, are freque ntly acopte 
for this purpose. In addition, as the Supreme Court said in Chicaq 
i.l. FP. Py. Co.v. United States (2847. S. 80,97) : 

If, as claimed, the earnings of the short lines are insufficient to enable ft 
to make full payment of car hire costs, the Commission may he able to affor 
a remedy by increasing the rates, or by a readjustment of the division of joint 
rates. * * * Tt eannot be done by confiscating for their benefit the use of cars 
of other railroads. Short lines, as well as trunklines, participating in joi 
rates, must furnish their share of the equipment. 

There is no purpose here, in the testimony which I am giving 01 
behalf of these important railroads, to punish anyone. Our purpos' 
is to provide an incentive to get more cars. If the principles that we 
endorse should create a true hardship on one or more railroads, there 
are all kinds of machinery in these two great organizations to correct 
any such inequity by making an appropriate allowance to offset an) 
serious handicap that is truly unjust, and which arises from caus 
other than inadequate car ownership. 

The Cuatrman. If everybody had enough cars, it would be just 
question of bookkeeping. It wouldn't make any difference what yo 
charged. 
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Mr. Martin. That is what I think. 
The Cuatrman. Whether it would be nothing or $10,000 a day, 1 
mld be just bookkeeping. 
Mr. Martin. That is exactly my view. And I try to develop 
little later. 
In connection with the alleged burden upon the so-called debit rail- 
ads, which do not own enough cars to take care of their require- 
ents, it is important to bear in mind that payments by the “debit” 
s for the use of cars owned by other railroads, are deductible as 
vanaiad expense for Federal income-tax purposes, whereas the 
entals thus received by a car owner are taxable income. Of course, 
is compounds the injustice to the car owner, as well as the unjust 
richment of the car user. 
Still another element of this injustice is the fact that the improvident 
ilroads, which own few, if any, cars, thus avoid the risks inherent 
capital investment, as well as payment of interest charges during 
nes of light business. ‘Theoretically, of course, the per diem charge 
cludes an interest factor, but the point here made is that the im- 
rovident lines force others to incur the risks of such investment; can 
well afford to pay substantially higher per diem charges during 
neiods of heavy business; and would of course pay less—in the aggre- 
ite—for car hire during periods of light business. Remember, too, 
iat during periods of heavy business, the terminating lines often 
eceive increased de murrage charges, which tend to offset increased 
r hire charges. 
The CHatrmMan. Car shortages are somewhat seasonal / 
Mr. Martin. They have been, although the seasons have been get- 
ng longer. 
The CHarrman Usually the Commission can predict pretty well 
hen the car shortage is going to occur, and when it eases up. So 
iat if you had a flexibility of authority to make charges, you wouldn’t 
ive to be constantly changing them. You could predict pretty well 
hen the charges should go up, if vou decided to do this, and when 
iey should go down ? 
Mr. Crarke. That is right. 
The CuarrMan. They are seasonal. 
Mr. Martin. I think that can be done. 
The CHairmMan. Otherwise, you would have the Commission in a 
very impractical situation of having hearings every once in a while 
to move these things up and down. 
Mr. Martin. The more serious shortages traditionally have occurred 
the fall of the year. 
The CuarrmMan. That is when the crops come in. 
Mr. Martin. Exactly. 
Perhaps a brief word should be said about the contention that duri Ing 
period of car surplus, a terminating railroad cannot earn per diem 
| freight cars which it may own because the car service rules con- 
ake the loading of foreign cars for homeward movement. in 
reference to the loading of a home car for off-line movement. That 
as a point argued both by Mr. Symes and by Mr. Glacy. 
This contention has little substance in’ fact, notwithstanding its 
theoretical plausibility. In the first place, car service rule 1—the 
ule thus invoked—is necessarily somewhat ambiguous, and subject 


‘ 
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to interpretation, because the originating carrier is privileged to dec 
what constitutes a suitable ca for offline loading. More porta 
perhap . is the fact that, poten to recognized records, those ra 
roads which invoke this argiunent somehow find a Way to manta 
a relatively low percentage of homeowned cars on their lines. Rig 


1} 


at that pomt L want to tell you about some figures that I got s 
vesterday. 

The boston & Maine, which was one of those which appeared li 
and complained about the proposals which we advance, talked abo 
that point. They said in effect we ought not to own any cars, real 
Certainly not very many, because we unload so many that have coi 
to us from out West. That doesn’t cause us any trouble when thi 
is a shortage, but 1f business slacks off we are in trouble because th 
we would have to load off of our line all these foreign cars and 
would never earn the $2.40 or $5 or whatever it was on the cars 
owned. They would just be sitting on the sidetrack. That is onl) 
theoretically true. 

L obtained the figures showing the average percentage of Boston . 
Maine owned cars on the Boston & Maine Railroad during a period 
of 10 years, from 1946 to 1955, inclusive, and I want to read them 
to you: 1946, 16.5 percent; 1947, 12.5 percent; 1948, 22 percent; 141) 
x percent; LYD0, 24.5 percent; LId1, 16.4 percent; 1952, 19.5 percent 
1905, 24.2 percent; 1954, 54.1 percent; 1950, 29.50 percent. 

Those percentages mean—and they average out, extremely roughly, 
I havent computed it, say around 25 percent—it means that out of 
every 4 cars that the Boston & Maine own, somehow or other on thi 
average 3 of them were off of its railroad during this entire 10-yea1 
period. So it just doesn’t figure that they are correct in their conten 
tion about what would happen when these cars were sitting around 
on the sidelines. Whatever car-service rule 1 means, they find a wa) 
to get three-fourths of their own cars offline. And they find a wa) 
| have the figures for the Burlington, too, but I won’t burden the 
record—they got their cars offline just as much as we did. 

In other words, the burdens of a car surplus, which we have not 
experienced for a long time, are pretty well spread over all the rail 
roads of the country, whereas the burdens of a car shortage, which 
we have experienced continuously for several years, are borne pri 
marily by the originating railroads, including ‘those which I repre- 
sent, and inc luding those which serve the territory that the Senator so 
ab ly represents. 

It has also been suggested, by those railroads which benefit fron 
low car rental ¢ harges, ‘that an increase in such charges would tend to 
prolong the use of overage equipment. Of course this argument pre 
supposes an increase in the national car fleet, which is what we want, 
but if this desirable result should produce a car surplus, is it not 
obvious that the older cars would be retired first, and that the average 
age of the entire fleet would thus be reduced, exactly contrary to thie 
specious argument thus advanced ¢ 

Finally, and I come now to the point which the Senator anticipated 
in one of his comments, the arguments of those who would perpetuate 
the present injustice completely overlook the fact that if each rail 
road in the United States owned the cars which it ought to own to 
take care of its requirements, no serious national car shortage could 
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ur, and the level of car-hire charges would become a factor of little 
portance. 
Each railroad ought to own the number of cars which it would need 
the lading were transferred at the junction, or interchange point. 
lhe Interstate Commerce Commission has said that this is the joint 
ral obligation of the railroads (//uerfano Coal Co.v. C.&S. E.R. R. 
.28 TCC 502, 506). 
| want to stop there because Mr. Symes in his testimony yesterday 
lvanced another theory which in my opinion is wholly unsound. I 
not sure that I understood it correctly. But if I did he suggested 
it this car ownership ought to be based on cars originated—only 
‘number of cars originated. If that is right—and it is hard for 
‘to believe that he meant it that way—it completely ignores two 
ther very important factors: both the mileage that the car traverses 
each railroad and he amount of time that elapses while it is on that 
lroad. This theory that the Commission has advocated and which 
nd my associates advocate gives full effect to all of the factors which 
serve consideration. It says in effect that each railroad ought to 
n the number of cars which it would have to own if, as in the old 
lays, your cars never left your property. You originated your ship- 
ent, you moved it to the junction with the connecting railroads, you 
loaded it, he reloaded it in his car, took it over his railroad, unloaded 
t, reloaded it into the car of the next railroad, and so forth. 
Of course, it would be utterly ridiculous to advocate a return to that 
—— That is silly. Nobody wants to do that. But we sav to 
. as forcefully as we know how, that to apply that test is the best 
ate way of determining how many ears each railroad ought to 
n, and it is the only way that will allocate the ownership fairly 
ong the different connecting carriers. 
If each and every railroad would fulfill this obligation, serious car 
ortages would become far less frequent and no railroad would be 
irdened by relatively high car-hire charges, because each carrier 
ould earn, when one of its cars was used by another railroad, exactly 
e amount which it paid for the use of a foreign car. 
In other words, per diem debits and per diem credits would tend to 
fset each other. This is just another way of saying that any rail- 
id which complains that car-hire charges are too high, automatically 
ivicts itself of inadequate car ownership, unwillingness to bear its 
ire of the joint obligation above referred to, and a desire to continue 
e unjust practice of doing business on the investments of others. 
(he statutory amendments which we have suggested would, in our 
dgment, tend to correct this inequity and—more important from the 
ewpoint of the national interest—would compel the ‘“improvident™ 
les, in their own selfish interest, to make a more equitable contribu- 
tion to the national car supply. A blow to the pocketbook is stil] 
powerful incentive for action. 
\fter a generation of recurrent serious car shortages, which are be- 
ming more frequent and more serious from year to year, is it not 
parent that corrective action is long overdue ? 
"The ICC and AAR can avoid most of the adverse consequences of 
ar surplus, by appropriate orders or directives and, certainly, any 
problems connected with a car surplus are no more serious than the 
problem of recurrent freight-car shortages. In any case, is it not 
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ahout time to solve the problem at hand, and Ineet other probk 
n they arise? 
r words. let’s trv to cdo somethine. Let's not adopt 1 
ng is going to be all right” theory which has failed fon 
ion to bring about results. We think we are right about t] 
are not. let’s find out. 
denta ly, it should be observed that anvone who argues t! 
ligher poll diem charges should be condemned because the 1V mio 
ate a car SUPY ylus, thereby concedes the Vi alidity ot our posit 
rmely tha at ion per diem charges generally, coupled with ap 
diem surcharge during car shortages, will automatic ‘ally insure 
leq ate national ot ot fre ioht cars, 

lp to this point I have been speaking for all of the nine railroa 
that I represent here, and about general « ‘onditions. IT now want 
say a few words about the Burlington. 

The Burlington is vitally interested in the questions under « 

leration by your committee, and favors enactment of legislat} 
ike the bill submitted, beeause—notwithstanding the fact that 
own more than enough freight cars to take care of our requirement 
ve have rarely found it possible to get enough of our ears back fr 
other railroads t to maintain the equivalent of our owne rship. au 
hence have been among the railroads which have suffered most fro 
an inadequate national car supply, and from the appropriation 
our cars by others ane periods of car shorts we. Tam quite cor 
dent that same statement could be made for a good many of the ot] 
roads that I represent. 

[in support of this statement as to the Burlington, I submit a char t, 
based upon semimonthly reports of the AAR ear service divisio 
-howing the percent: ige of our freight-car ownership on our line 
1929, 1937, and from January 1941 to date. That is a bar chart th 
is attached. You will observe from the first line on the chart, the 
boxcar section of the chart, that during the 15-year period, 1941-55. 
the C. B. & Q. had 100 percent of its boxcar ownership on its line o1 
only 11 of the 360 semimonthly reports covered by the chart. Onl 
11 of those vertical bar lines out of over 360 rise ahove the 100 percent 
of ownership line. 

More significant, perhaps, is the fact that at no time during th: 
vears 1941, 1942, 1944, 1945, 1946, 1949, 1950, 1951, 1954, and 1955 
did the C. B. & Q. attain 100 percent of its freight-car ownership 
on its own railroad. At no time during the entire 12 months of each 
of those vears. 

The last report showing C. B. & Q. with 100 percent of its owne! 
ship of boxears on its line was the re port for July 15, 1953 
3 years. 

During the current year, 1956, our average has been consistently 
below 80 percent. Just a few weeks ago it was down below 75, I think 

This tragic picture could not be painted if all railroads owned 
enough boxe; ars to ti ake care of the ir require ments, and if oe B. fe () 
owned cars were promptly returned to our line for the use of 
patrons, instead of being appropriated by other railroads for | 
movement of lucrative traffic. And right there there is another i t. 
This is a sorry enough picture, looking at that chart. When we 
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est our hard earned money iM boxcars in an amount of equipment 

it certainly would take care of our shippers if we could get our 
back home: it is bad enough that we can’t get back something 
valent to Ol ownership. B 


ut the quality of the Junk that we 
back from the terminating lines is enough to break your heart 
We not only dont get back something equivalent to our ownership 
we get the drees of what ‘they unload, We not ~~ don't get 
ugh cars, but those we get are not high quality cars. And natu 
vy what would vou do if you unloaded a car and shippers on your 
lroad were clamoring for equipment? Wouldn't you take care of 
ir own folks rather than sending the car back to the owner if you 
id get away with it without it costing you anything more than 
LO a clay 4 
Phe Cuairman. Right at that point, | was reminded this morning 
it mn trving to get at this problem vou are talkine about some of 


equipme nt that vou get back—are you familiar with this business 


havine back clean e urs! Would that help the situation ¢ 
Martin. Would this help get clean cars back ¢ 

he CHAIRMAN. Yes. Suppose we had a requirement that you had 
lean the car before vou sent it back to the other railroad. Would 

it help the situation 4 

Mi. Marron. | don't know. I would rather one of these trans 

rtation officers answered that. 

Che CHarrMan. How long (dloes it take to clean a car that is left 

ity ¢ 

Mr. M ARTIN. | suppose it depends on how dirty if is. 

Vhe Cuairman, About 5 days, to put it in and out, as an average / 

Mr. Marvin. Lam sorry, I can’t answer. 

The CHatrman. That would close some of the gap, about 20,000 

Marrinx. | know we are not getting back clean cars. That I 
say. But I wasn't thinking so much of the cleanliness of the 
erior. Il was thinking about the tightness of the box and so forth. 

The Coarman., When you get back a dirty car you have to take 
r 3 days to clean it up for the next shipper while you are losing 
use of the freight car / 

Vir. Martin. That is a great waste of time. 

Phe CHatirman. Maybe a rule like that might be a little help. 

Mr. Martin. Of course the shippers of this country ought to co- 

erate a little more in that respect, too, Senator. People in the ware- 

mises that unload cars could, without very much additional work on 
part of their forces, sweep these cars out. It would be a big help 
the railroads. 

Of course this unfortuniate situation places a severe handicap on 
shippers we serve. The losses sustained by shippers because of 
bility to obtain enough freight cars to ship their products must 
love a staggering sum over the period of years during which these 
irrent car shortages have continued. And, generally, these un 

rtunate conditions exist through no fault of the railroads whic h a 
tly serve the shippers thus adversely affected. This group of reads 
whom I speak, we are doing e verything wecan. We have bought 
| maintained really more cars than we ought to have to own and 
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maintain. Our shippers that we are trying to serve have really no 
complaint against us. But they have a very serious complaint against 
somebody, because they are not getting the cars they need for their 
business. 

And if I were a shipper I think I would be complaining even more 
vigorously than some of them have complained. In fact, the burden 
upon such originating railroads, which results from an inadequate 
national car supply, and from their inability to get their cars back 
home after loaded movements, is also a staggering sum. 

It is difficult to estimate the amount of these losses to the railroads, 
but on the Burlington a study indicates that the average revenue per 
car-day for serviceable boxcars is $18.60. Of course, this is gross 
revenue, but it gives some indication of the amount of money which 
the C. B. & Q could earn with each of its boxcars if they were available 
for the use of its patrons, instead of serving other railroads which 
appropriate such cars for the use of their patrons. This substantial] 
gross revenue, per boxcar-day, is to be contrasted with the current per 
diem char ge of $2.40 per car ~c: Ly. 

Right at that point, Mr. Symes talked about how anxious we were 
to make a little more money out of the rental of these cars. That is 
not the point. The point is that we want our cars back, or we want 
equivalent. We would much rather have the use of the car than to 
have that $2.40 a day. We are not trying to get rich. We are trying 
to get boxcars. We are trying to get more “boxears throughout the 
United States and we are trying to get those we own back home 
where we can use them for the people for whom we bought them 
our shippers. 

This would seem to be an appropriate time to quote from a decision 
of the ICC in re Car Shortage, and so forth, 12 1. C. C. 561, at page 
173, as follows: 

In connection with the question last treated it is to be noted, and that with 
some emphasis, that one of the problems which the railroad that desires to deal 
honestly by the public has to meet is the dishonesty of its fellow carriers. 
“Car appropriation” between carriers does not seem to be regarded as dishonora- 
ble nor even looked upon with great disfavor. 

Opinions may differ as to whether or not car appropriation 1s 
dishonorable, but certainly the practice should not be encouraged. It 
is encouraged when the user can earn gross revenue of S18 or $20 
per day by appropriation of freight cars owned by other railroads, 
and payment of rental at the rate of $2.40 per car per day. 

We believe that legislation of the type suggested would discourage 
these unjust practices; encourage the construction and maintenance 
of an adequate national car supply; and promote the expeditious 
distribution, interchange, movement, and return of freight cars to 
their owners. Accordingly, we recommend its enactment. 

Senator Scuorerren. Thank you very much. 

We will have that suggestion printed as a committee print. 

Mr. Martin. Thank you, si 

(The graph referred to in Mr. Martin’s statement is herewith 
inserted. ) 

The CuarrMan. We will be glad to hear from Senator Allott from 
Colorado. 
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STATEMENT OF HON. GORDON ALLOTT, UNITED STATES SENATOR 
FROM THE STATE OF COLORADO 


Senator Arrorr. Tam happy to have this opportunity to appea 
here this afternoon because the subject matter under discussion by 
the eg is one with which T have had some experience over a 
period of years, not from an operating standpoint, but from the 
st dees of those who were affected by the results. Therefore, 
because it is of particular and vital concern to the people in the section 
of the country where I live, and also because, at times when « ‘Tops are 
being harvested cars become very short, and because it also affects 
the price and market of perishables, T ap pear here today. 

I have reached the conclusion that any solution to this ve xing and 
recurrent problem probably would be in the nature of an economical 
incentive for the various railroad companies to own more cars. T do 
not believe that S. 2770 is the proper approach, but do believe that 
its objective is a desirable one. For the reasons set out hereafter I 
appear in opposition to S. 2770 and in support of an amendment to 
the Interstate Commerce Act which would: (1) Authorize the Com- 
mission to ux freight-car rentals with regard to creating an incentive 
to all railroads to maintain a supply of cars equivalent to the demands 
of their customers; and (2) authorize substantial increases in per 
diem charges and encourage the expeditious movement of the cars in 
existence. 

It is my understanding that such an alternative to S. 2770 has been 
submitted to the subcommittee this morning by Mr. Eldon Martin, 
vice president of the Burlington Lines. 

It seems clear that some statutory revision is necessary because all 
other remedies have failed. In view of the decision in Palmer v. 
17. 8. (75 F. Supp. 63), indicating a lack of authority in the Interstate 
Commerce Commission to take corrective action—and I might inter- 
polate here, at least under the present legislation—the problem is un- 
questionably a legislative one. It appears even more obvious that the 
problem is to increase the number of available cars and to move them 
more expeditiously. The provisions of S. 2770, to the extent that they 
are punitive and negative, do not go to the root of the problem. 1 
understand that the Interstate Commerce Commission already had 
adequate power to punish individual railroads for violation of its 
orders and regulations. But, more importantly, the problem of 
freight car shortages will not be improved by specialized treatment of 
a few railroads but only by encour aging % all of them to build or buy a 
sufficient supply of cars and to maintain them. And by that I mean 
that the legislation should be so shaped rather than aiming at punish 
ing when the orders of the Commission are not followed, the legisla- 
tion should be shaped in such manner as to encourage the greater 
ownership and perhaps production of cars. 

Aside from the fact that S. 2770 would require many inspectors to 
enforce it, it misses the point. The point is that it is economically 
disadvantageous to rent cars to others at the rate of $2.40 per day, and 
this disadvantage is compounded during the latter part of each year 
when the shortage of cars becomes so intense. The pleas of my con- 
stituents during these shortages are reasonable. Perishable crops 
must be moved. Car shortages in the West will continue as long as 
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those lines which are advantageously situated find it possible and m: 
profitable to rent cars than toown them. There can be little quest i 
that the job of the ( ‘ongress is to establish the croundwork for 
Incentive for eac ; railroad company to provide its fair share of an 
quate national car supply. Iam convinced that the legislation I ] 
outlined above will most effectively accomplish this end. 

That is my statement, Senator Magnuson. J appreciate very m 
your courtesy in permitting me to appear at this time. 

The Cuamman. | want to say again that we have the suggest 
cat from Mr. Martin for amendments to S. 2770, and of cou 
[ have to again restate that this was just a matter introduced to bri 
it into focus. We have no pride of authorship in it at all. It is tryi 
to do something about the very thing you are talking about. 

Senator Attorr. I am sure the Senator has had the same e xperie 
many times which has occurred to me many times. 

The CHatrman. I have had this committee 13 years that I kn 
of, and before that we were in the House. It is a recurring proble 
Thank you, Senator. 

Senator ALLorr. Thank you, Senator. 

Mr. Martin. One of the gentlemen who came down with me to su 
port this position, and who ap ee on your list. is Mr. J. C. Grisso 
Mr. Grissom was here yesterday but h: ul to leave. If agreeable to tl 

Chair, I would like to have the statement which I hand the re ports 
made a part of the record. 

The CuatmmMan. That will goin the record. 

(The statement referred to above is as follows:) 


STATEMENT OF J. C. GRISSOM, SUPERINTENDENT OF TRANSPORTATION, LOUISVILLI 
NASHVILLE RAILROAD Co 


Iam J. C. Grissom, superintendent of transportation of the Louisville & Nas 
ville Railroad Co. My residence is in Louisville, Ky 

For many years I have been concerned directly with the operation of trains 
the territory served by the L. & N. Railroad and the matter of car supply is 
direct concern to me in my official Capacity 

The statement which has been made by Mr. Martin is heartily endorsed by tl 
L.& N. As he indicated, we asked Mr. Martin to speak for us in proposing tl 
legislation and I should like to support his statement and urge your conside 
tion of the bill which he has submitted. 

It might be helpful to give you some statistics with respect to the Louisville ¢ 
Nashville Railroad. We operate 4,751 miles of track in 18 States in the sout 
ern section of the country. This was the mileage that was oper: ated as 
December 31, 1955. We are among the larger car owning railroads of the coi 
try, owning as of December 31, 1955, 60,076 revenue freight cars. It has be 
our policy to maintain a car fleet adequate to meet the requirements of shipper 
served by our line. We feel that we have a sufficient car ownership to do 1 
at the present time. We realize that this condition does not obtain on all ri 
roads, and as a result it is necessary that some railroads maintain a car fle 
in excess of that which is required to handle the business originating on 
own lines. Consequently, although we do feel that we have a sufficient owne! 
ship at the present time to meet our needs if all of our ownership was availabl 
to us, we have recently crdered 3,100 cars for delivery during this fall and nex! 
spring. 

It is seldom realized the extent to which cars owned by one railroad are 
utilized on other properties. Freight equipment is interchangeable amongst 
the various railroads. Consequently on any given date cars on any one railroa 


owned by that particular railroad is comparatively small. However, on the othe! 
hand, the total number of cars on any one railroad on a given date may exceed 
equal, or be less than the actual ownership of that road. A record is main 


tained showing the total number of cars on our line each day, and this figure 
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proportion of our total ownership is used in calculating the perce 
ars on line. At no time during the past 8 years have we had on our projerty 
ars in a number equal to our actual ownership. In fact, most of the time, the 
tal number of cars on the L. & N. as compared with our ownership has been 
etween 65 and 70 percent 

It can be readily appreciated that owning cars and not have them produce 
evenue is a costly proposition. Dealing specifically with boxcars, during 1955 
ve owned an average of 12,281 such cars, but during the same period we only 
ad an average of 73 percent of our boxcar ownership on line. During 1955 
ve had an average revenue from a loaded boxcar of $156.26. The average reve 
ie Which this would produce per day, of course, depends upon the number of 
ays that it takes to turn the car around. It has been generally computed that 
he average revenue per car throughout the country is $15 per day This is 
robably true on the L. & N. railroad. Therefore, it is obvious that we are losing 


great deal of money each day our car is not available for the transportation 
t freight 

It is our firm belief that the adoption of the bill proposed by Mr. Martin would 
end to return cars to their owner more quickly 


The Cuarrman. Mr. Kusick, we shall now hear from you. 


STATEMENT OF JOHN E. KUSIK, VICE PRESIDENT, FINANCE, 
CHESAPEAKE & OHIO RAILWAY CO., CLEVELAND, OHIO 


Mr. Kusix. Mr. Chairman, gentlemen, I do not have a written 
tatement because I intend to be brief. In addition, it is a subject 
hat Iam quite familiar with. 

As you know, my name is John FE. Kusik. A listing of my qualifica 
ons as a witness could not approach the distinguished and illustrious 
areer of the president of the Pennsylvania, or some of the distin 
guished railroad operators who have been here and who will follow me. 

My fie ld is finance. In acl lition to an extensive academic back 
eround, and continuing connection with several institutions of higher 
earning such as Columbia, University of Virginia, and Case Institute 
f ‘Technology, I have had 30 years of practical experience in account 
g, finance, tax administration, and cost finding in a great variety of 
ndustries, including General Electric Co. 

The last 714 vears have been with the Chesapeake & Ohio Railroad. 
l am its vice president of finance. 

In Slip le language. this means that while making two ends meet. 
is the normal and natural concern of every man, it also happens to 
be my business, my principal business occupation. So for me there is 
No escape from t hese problems. 

I am here today to discuss the revisions in the Interstate Commerce 
Act as proposed by Mr. Martin. I think Mr. Martin has made an 
excellent and most competent statement, and my company is sup 
porting it. | think they have an important bearing upon the prob 
lem of the railroad industry of making two ends meet. 

As the chief financial officer of the Chesapeake & Ohio, I am a 
member of its top management group which is charged with the 
responsibility of actually deciding whether to invest or not to invest 
n new faciilties. These decisions are comple x and difficult because 
the »y involve a great many requests which compete with each othe 
on the basis of their potential profitableness. 

These decisions, having to do with actual wrestling of funds ever 
on C. & O., rather than just mere allocation of funds, are very impor 
tant because they add up to huge sums of money. As an example, 
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during 1956 we will spend on new facilities close to $100 mil 
divided up between a large number of different capital projects. 

The principal reason we are here is to find out why doesn’t some 
invest a freight cars, and specifically boxcars. Inasmuch as I a 
member of a group that is making decisions of this kind, you c 
look straight at me and ask me, Why don’t you fellows buy some a 
tional freight cars? And I think I can tell you. 

The reason we don’t is because we don’t have the right to n 
investments in additional freight cars as long as there does not e 
an adequate incentive to justify making these investments. C. & O 
would not remain a strong and profitable organization for long. A 
we would not be keeping faith with our shareholders and ot 
investors in our securities if we thought any differently. 

We feel that we have no justification to spend even a dime un) 
there is either immediately or prospectively in sight adequate reti 
on the investment. 

Let me first of all comment briefly on the amortization benetit 
One of the Senators said this morning that it was sometimes diffi 
to understand why this particular incentive, in combination with so 
others, did not do the trick. The answer is fairly simple. ‘1 
amortization benefit is not a gift; it is merely a loan of tax mon 
It is like lending a man enough money to buy a taxicab so that 
has it free of charge, but he has to pay the money back at some futwre 
time, and then not letting him charge so that he could either pay | 
money back or so that he could make a livelihood. 

It is just as simple as all that. It is a tremendously aupontan 
incentive, but it is like one-half of an apple—there is something els 
missing. And whatismissing? Opportunity to earn adequate retw 
after these freight cars have been acquired. 

In view of extensive discussions about all kinds of operating pro} 
lems and problems of shippers and whatnot, I was delighted to hea: 
that the president of the Pennsylvania Railroad made such a forcefu 
statement about the group of railroads represented by him bein 
willing and anxious to pay full compensation for any freight ca 
belonging to other railroads that were used by that particular grou 

It sounded to me a little bit like some other statements of principl 
that everybody is able to embrace, and when they get down to c: 7 
lations they find that they don’t really agree on the principle, and I 
am afraid that we have a similar situation here. 

We estimate today that a car-owning railroad, investing in a 1 
boxcar costing eight to ten thousand dollars—and it doesn’t make 
difference whether it is eight or ten thousand dollars—would 
approximately $5 a day to earn a return of 6 percent net after taxes 
The present per diem rate is, however, $2.40. It includes a retw 
on investment of a fraction of 1 percent. 

Even if we were to take some of the return figures cited by tl} 
president of the Pennsylvania Railroad of 2.67 percent for the grou 
of railroads that he represented, the per diem rate ought to be perhaps 
75 cents higher than it is today. But obviously if that is all we did. 
there would be no incentive to make investments in freight cars 
because, as already stated so clearly by Mr. Martin, we have so man) 
other opportunities for investment of funds that yield much highe 
return. And I speak of dieselization and automization of yards, and 
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nstallation of automatic signaling devices, all of which contribute in 
an important manner to the utilization of freight-car facilities and 
their greater availability. 

The importance of this matter to C. & O. is indicated by the fact 
hat during the year 1955 we owned 22,000 boxcars. During the same 

period we had available for our own use only 19,000 boxcars. in other 
words, we made available _ — 1 railroads the carrying capacity 
of 3,000 boxears. ‘To buy such a fleet of 3,000 cars today maka take 
from $23 to $30 million. 

Unless there is some real hope of a substantially increased per diem 
ate, chances are that it will become necessary for Chesapeake & Ohio 
to make a hard reappraisal of its politices with respect to whether 

is kind of a situation should continue. 

It has been said that the level of return produced de iny per diem 
rate is not really important becaus se the car owning 1 mds are really 

ars for the p leasure of their ——— pers, and they ought to be earning 
full compensation on such investments through the traffic revenues 
which would flow to them aeneiih the handling of the freight of 
their shippers. 

This would be wonderful if it were true. Actual experience, how 
ever, indicates that additional cars are available to a car-owning 
railroad only when there is no car shortage; that additional cars are 
wailable only when our shippers don’t need them. And in acute 
periods of car shortages these additional cars disappear and are used 
ry other railroads, 

It is obvious, therefore, that we cannot afford to think in terms of 
idditional traflic revenues to compensate us for the investment made 
n additional freight ears. 

We must look at the level of existing per diem rate and determine 
whether or not we are justified in making investments in additional 
freight cars. 

The two-pronged basic causes for car shortages has been, first, that 
the per diem rate has been so low as not to offer adequate incentive 
for investment; secondly, the per diem rate has not offered strong 
enough inducement to fuller utilization of existing freight-car 
equipment. 

I like to think of freight cars of the railroad industry as if it were 
inventory, as if it were merchandise inventory. I like to say that 
freight cars to the railroad industry are what merchandise ——— 
ire to Macy’s in New York. Macy’s would go broke if it obtained a 
little turnover from its investment in merchandise inve odes as the 
railroad industry does out of its freight cars. 

To repeat: today’s conditions are such that the purchase of addi- 
tional ears, even by most conscientious and public-spirited manage- 
ments, is not justified. As long as these conditions remain as they are, 
the car shortage will remain unsolved. 

The enactment of legislation along the lines discussed here by 

Martin would provide a basis for the setting of per diem rates 
which would offer adequate incentive for investment. In addition 
hey would also spur tremendously increased utilization of existing 
freight-car equipment. Moreover, it is my opinion that such an 
ction would loosen a chain reaction of new, important improvements 
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in the operating practices of the railroad industry in which it has be 
doing very well. 

It is for all of these reasons that my railroad is supporting 
proposed legislat ion, as discussed by Mr. Martin, most enthusiastica! 

The CuHairnman. How are these agreements arrived at on per die: 
Are they done by annual meetings’ Or are they done between 
railroads# Or are they done jointly with all railroads ¢ 

Mr. Kusrx. They are done through a committe of the AAR. 

The CHuatrrmMan. Through the association / 

Mr. Kustx. Yes. It meets periodically. It somebody vets excit 
about the per diem rate, then usually the subject comes up for disc 
sion and there is a kind of a popular vote. It is, you might say, 
decision by popular vote as to whether the rate is going to be Past 
or not. 

The CHarrmMan. Then once they arrive at a rate, the agree 
has to be si@ned by all railroads / Is that the With it works 4 

Mr. Kusikx. Yes, sir. And of course as you know, Senator, oc 
sionally it happens that large groups say- 

The CHairman. We do not want any rates / 

Mr. Kusrx. We don’t want any higher rates, and that “vou ar 
being unfair to organized railroaders.” There is a big fight, and 
takes a long time to get the money. 

The CHaimrman. As I recall, this rate has been raised recently, tw 
or three times; has it not ? 

Mr. Kusrx. The last increase was over 2 years ago. 

The Cuairman. Thank you very much. I appreciate your conti 
bution, Mr. Kusik. 

Mr. Mahoney. 


STATEMENT OF J. J. MAHONEY, GENERAL SUPERINTENDENT, 
TRANSPORTATION, ATCHISON, TOPEKA & SANTA FE RAILWAY 
CO. 


Mr. Manonrey. Mr. Chairman, and members of the committee, » | 
name is J. J. Mahoney. I am general superintendent of transport | 


tion of the Atchison. Topeka, & Santa Ke Railway system. | have 
been so employed since 1936. Prior to that I first started railroading 
in 1906. And prior to becoming general superintendent of trans 
portation, I was assistant general superintendent of transportatio 
since 1925. : 

When I first went to work for the Santa Fe Railroad T hired out 
at Pueblo, Colo., as a switchman. In 2 or 3 years I became a yard ) 
master, then a transportation inspector, trainmaster, superintendes { 
and on up the ladder. ) 

I make that qualification in order to convince you and your con 
mittee that I have been closely associated with car distribution fo. 
some 44 years or more. 

The duties of mv office today consist of the distribution of freiglit 
and passenger cars to all parts of the Santa Fe system: all car servic 
matters, including the interchange of traffie with connecting line 
carriers: and the coordinating freight train schedules on each divisio! 
anta through freight train schedules. 
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I shall preface my brief testimony by saying that the Atchison, 
Topeka, & Santa Fe Railway Co. subscribes fully to the statement 
made by Mr. Eldon Martin. I would like to make this statement in 


iddition to what he said about the hearings in 1947. 

[ appeared before that gstaironi which Senator Reed was chau 
man of, and J een a recommendation whereby section 1 (14), 
ind 1 (15). would be sup plemented along the same lines, giving the 
Interstate Commerce Commission the power which Mr. Eldon Mart 
dvocates today. 


In stating that I started railroading in 1906, [ think I went through 


the period about as long as any man in this room in the railroad circles, 
and I haven’t very many more months to go. But when we start com 
paring car ownership of the twenties or the thirties, with present-day 
ownership, my experience tells ie that we should start considering 
ar ownership, or comparisons, with the year 1939 or 1940 with the 
present-day ownership. 

I went through the thirties when we had thousands of surplus cars. 
{nd a large number of cars were dismantled. I also was railroading 
when 100,000 carrying capacity was few and far between. They 
ranged from 60,000 to 80,000 carrying capacity. So I would like to 
ompare car ownership of today with 1940, and particularly when the 
war clouds got on the horizon in Poland in 1939 and the Association of 
\merican Railroads made certain commitments to the Government of 

his country that they would increase their car ownership and be 
prepared for an emergency. 

[ am happy to say to you, Mr. Chairman and members of your com 
mittee, that I represent a railroad that has done that very thing most 
liligently. 

Since 1940 the Santa Fe Railroad has purchased 35.290 cars, new 
ars, of which 19,699 were boxcars. ‘To make my statement brief, | 
will say that since 1940, to January 1, 1956, we have increased out 
boxear ownership 8,184 cars, or 32 percent. We in reased our owlie) 

hip from 11,927 open tops to 16.500. We feel that we have done ou 
full share. In fact, we have gone beyond the recommendations made 
by the Association of American Railroads as to the number of cat 
inits the Santa Fe Railroad should own. 

We are one railroad that ms that we find no fault with the formula 
el up by the A. AR as to car owne rship. We have Comp yhied with it 
While any of us can find fault with that formula. if we see fit, until 
someone comes up with a better formula we think that all carriers 
hould abide by that formula or come forth with a better one. 

There are some things I want tosay about Mir. Symes’ statement chant 
le made yesterday. He used an example of the simplicity of originat 
ng a carload of grain in the Midwest for the Baltimore HH: alee He 

tated that all that was necessary was to spot a car for loading, move it 
to an interchange point with a connecting line, an eastern connecting 
ine, and then move it to the ports for unloading, and that the burden 
‘f ear detention was on the terminating line. That is not a fact. 

To originate a carload of grain the first thing a railroad must do is 
9 select a car suitable for holding bulk grain. And today, in order 
tO make cars suitable for bulk grain, SO pe reent of the cars are put 

er the conditioning tracks on my railroad to make them fit for grain 
oading. 
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The next move is to furnish the grain doors for the side door prote: 
tion. After that car is loaded at a country elevator it is moved in 
it — where they have State or Federal grain inspection. Car 

e placed on a designated track for the inspection department to dray 
the samples out of each carload of grain. 

And after those samples are placed on the board of trade with th: 
sample out of each car, the railroad receives a reconsigning or dive! 
sion order. We have made checks on the Santa Fe Railroad wher 

carloads of wheat have moved through five inspection points. Ani 
all that is required of the consignee, or the consignor, is to pay $1 f 
that inspection. 

But we have never collected a cent car hire because they move t! 
car within the free time out of the reconsigning points. 

I say to you, Mr. Chairman and members of the committee, tha 
originating a carload of wheat will sustain just about as much delay 
in origin of that traffic as it does in terminating. And in addition, 
practically every carload of wheat that originates in country point 
or country elevators moves on a transit rate. 

I would venture a guess—and I have been in the grain busine 
for many years—that over 90 percent of all the wheat that move 
off of the Santa Fe Railroad on a transit, we furnish 2 cars and 
sets of grain doors. 

So much for that. 

Another thing Mr. Symes complained about in his testimony yes 
terday was compliance of the AA order, so-called P order, moving 
of empty cars from the East to the western connections at Chicago 

I know for a fact that the AAR does a very good job in knowing 
how many boxcars loaded in one direction each railroad moves, and 
how many empties they move in the opposite direction, because they 
just got through making a thorough study of speci ial-car service 
order No. 90, which provides for the short routing of boxcars. 

And the car-service division of the AAR are pretty well versed on 
the movement, and I do not think they will ask any railroad to 
handle more than their proportion in accordance with the loaded 
movement in the reverse direction. 

Now in support of car hire and compensation, I have a statement 
I would like to read into the record. 

The Cuarrman. All right. 

Mr. Manoney. I want to make a few comments about a feature 
of this problem which is usually left to the lawyers to discuss, but 
about which I have some ideas that can be expressed in commonsense 
layman language. 

‘I refer to the question of what constitutes compensation for the 
use of a freight car. I do not pretend to know what the Constitution 
or the Supreme Court has to say about just compensation for the 
use of private property. But I do have some conception of ordinary 
business practicalities. 

The Interstate Commerce Act, as you have been told, gives the 
Commission power to fix the compensation which one carrier shal! 
pay to another for the use of a freight car. The statute uses the 
word “compensation,” not per diem, not rental, or car hire. But 
the statute does not tell the Commission what factors it shall tak 
into account in arriving at compensation, 
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What the Commission has done has been to adopt the basis which 
the carriers have used for many years in establishing per diem rates. 
That is, to consider that compensation is measured by the cost of 
owning ¢: als. 

In other words, the carriers in the past have totaled up the owner’s 
cost of repairs, costs of depreciation, costs of taxes, costs of miscel 
laneous overheads, and the costs of invested capital, and have stated 
these cost on a per day basis as reflecting the compensation due to the 
owner for the use of his ears. 

Personally, I have some doubts whether the formula arrives at 
the full cost of ownership. But whether it does or not, it under 
takes to do more than that. It does not even attempt to treat the 
value of the use of the car as an element of compensation. ‘This is 
the point I want to emphasize to you and your committee. And ] 
think the best way to do it is to utilize an illustration which will get 
us away from freight cars and car shortages for a moment, and center 
attention on the business aspects of the problem. 

Let’s suppose that we are dealing with some private business where 
everything that the owner did was not subject to regulation. Let's 
take, for example, a taxicab company, and let’s suppose that it had 
a fleet of cabs which cost $1 per day to own. 

Now let’s suppose that sometimes that company rented out its cabs 
to other taxi companies, and let’s suppose that during the Cherry 
Blossom Festival, or the DAR convention, some other cab company 
wanted to rent 50 cabs at $1 a day apiece. If the earning value of 
the cabs during this peak demand was $5 a day, and if the owner 
could keep his cabs busy in his operation, would it seem the least bit 
unreasonable for him to turn down the $1 per day on the ground that 
it was inadequate compensation ¢ 

Certainly a person who was not under legal compulsion would not 
rent for $1 a day a facility that he could use himself and earn $5 on. 
And the mere fact that it cost him only $1 a day to own, it would 
not make him whole if he was deprived of earning $5 per day. 

In other words, the cost of ownership is not the same thing as _— 
pensation, If there were enough freight cars to go around, and i 
there were true reciprocity among the railroads, in car interchange 
and per diem payments, rental based merely on cost of ownership might 
be compensator, y. 

That would be the situation where the two cab companies used each 
other’s cabs interchangably and neither one used more cabs than his 
proportion of the total. But we do not have that situation in connec- 
ros with freight cars. We have the situation in which ownership is un- 

balanced, and owners must forego the use of their property for a rental 
figure that does not reflect current earning value but undertakes at 
the most to represent only the cost of owning the property. 

This is not compensation in a practical business sense. And the 
practical business aspect of the problem is not changed merely because 
the business happens to be the railroads that are subje ct to the control 
of Congress and the Interstate Commerce Commission, 

Following that, Mr. Chairman, I want to make a brief statement 
along these lines. The Santa Fe Railroad is the third largest owner 
of boxears of any railroad in the Nation. We have two grain harvests 
to harvest every year on our property: First, the wheat harvest which 
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comes on the latter part of June and finishes up about the middle 
July We have the sorghum oTraln harvest that comes on the leat 
part ol Septemb« rand lasts Into Novel er. 

(nd for the last several years, notwithstanding we are the thi 
largest owner of boxcars, 1 have handled more grain in open ca 
he United States, and I say th 


nopper cars, than any ra lroad in t 
without fear of contrad CTION, because we ( mnoct vet our cars home « 
our own rail to handle this erop. 

I tha k you. 


Phe Cratmman, Thank you. 
\Ir. ¢ ‘aumpbe 1] / 


STATEMENT OF A. W. CAMPBELL, GENERAL SUPERINTENDEN’ 
TRANSPORTATION, GREAT NORTHERN RAILWAY CO. 


PER CENT 


Mir. Camesentnt. My name is A. W. Campbell. Iam general super 
tendent, transportation, of Great Northern Railway Co. with hea . 
quarters at St. Paul. 

The Great Northern subscribes to the statement presented by M 
Eldon Martin, but I would like to add the following with respect 
the situation on our railroad. 

The Great Northern is the northernmost transcontinental railro 
inthe United States. Its lines extend from St. Paul-Minneapolis a 
Duluth Superior in the East to Seattle, Portland, and northern ¢ 
fornia in the West. It operates S256 miles ot railroad in LO State 
and in 2 Provinces of Canada. It owns 38.833 freleht-train cars, of 
which 21,340 are boxears. 

Phere is attached hereto a print which shows graphically the box 
situation on the Great Northern from January 1, 1949, to Decemb 
31. 1955, inclusive. The top graph shows the percent of boxcars « 
the Great Northern line as compared to Great Northern ownersh 
The second graph shows the car shortage or surplus. The third gray 
s] MWS the number of blocked elevators during the same period al 
also the number of cars of grain loaded each month. 

Great Northern experienced a severe boxcar shortage commen 
late in May 1955, and during the summer and fall this shortage bee: 
progressively worse. The shortage in 1955, which was more sev 
than in other recent vears, was due primarily to the failure of ot 
railroads to return empties for loading. During that period, the per 
centage of Great Northern boxears on our railroad to total Great 
Northern ownership averaged 26.1 percent, and the total of all box 
cars on our railroad to Great Northern ownership average only $5.0 
percent. I might add that 15 percent of our ownership which w 
were short, as an average, during that terrific shortage, amounts t 
about 3.000 boxears. Had we been able to retain on our line a sul 
cient number of boxcars to equal our ownership of boxcars, Gr 
Northern would have been able to meet all demands for its own load 
ings; in fact, we would have had a surplus during all except 2 week 
ot the year. 

There are approximately 1,200 country grain elevators on the Great 
Northern. On September 1, 1955, 288 of these elevators were reporte 
blocked: on October 1, 224: and on November 1, 220. The largest 
number of elevators reported blocked last year was 390 on August | 
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The CrrarrMan. 
‘ould not be moved ? 

Mr. CAMPBELL. |] 
in, and trucks were 

The CriairMan, 

Mr. CAMPBELL, No. 

The CHatrmMan. | know 
try, on the ground. 

Mr. CampsBen.. We had a 
of Way and also on the farme 

A study we have niade ind 


revenue per Car | tv Tol er\ 


LYdDo. ‘| his Is ba eat O1L LOtTHEL DOXA 
re 


DONCA acdinges, 

The inability to furnish boxenl mcdoubtedly 
S1oOn of business to other modes of tra portati 
stantial loss to the Great Northe 
along our line. 

The CHAIRMAN. | ( { + 7 tt\ Zable ehunl 
revenue, those 5.000 cars. That would be 867.000 a day. 

Mr. Camppetnt. That vht. Whenever we have a blocked ele- 
vator I have these shippers calling me from the country, and the gra 
people, all day long. Phiet Is why I report the blo ked ele Viators be- 
cause that is where we get our compla nts. 

I did want to make another statement. This bill, lots of people are 
calling it a penalty bill. I think that is the wrong name for it. IJ 
think that this is really a bill for an incentive for these carriers that 
do not own enough boxcars to own more cars in the public interest. 

The Crrairman. Yes. We. of course don’t know whether you 
would eall it a penalty bill or not nk we all agree, you agree, 
and the roads in our country agree on the objectives of the bill, what 
we are trying to do. Maybe this isn’t quite the way to do it, but 
I think something has to be done. 

Mr. Camppets. I think this is the way to do it. 

The Cramman. Mr. Martin submitted another bill which we wi 
have printed and have the staff look over. But I think we are all try 


ne to achieve the same object in this case. I want to say before 
we close, | hope we Cal iO SsOmMethInhe ¢ ) before the Coner : 
ClLOSeS because { hits Is 1} he beul eCPeCOS He done how, before 
this starts again. nour country it hits us | Around September, 
as vou know. Every vear it » san I suppose the same 
is true for Northern Pacitie 

Mr. CamppBe.ti. Yes, sir. 

The CHarrman. They get 

Mr. Camppneti. Yes, sir. 

The Chairman, Thank > 

Vir. CameppsecLt. Thank you, 

(The graph referred to above 

The Cuairman. Mr. Ulvett, 


2 Rhea ROTA ET et 
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STATEMENT OF E. S. ULYETT, GENERAL SUPERINTENDENT, 
TRANSPORTATION, NORTHERN PACIFIC RAILWAY CO. 


Ramarao si 


Mr. Unyerr. I am E. S. Ulyett, general superintendent of Tra; 
portation, Northern Pacific Railway, St. Paul, Minn. 

[I have no written statement. My remarks will be very brief. 

In the first place, the Northern Pacific subscribes wholehearted], 
and without reservation to Mr. Martin’s statement. I have no grap 
showing the situation of boxears on line, blocked elevators, or simils 
information that Mr. Campbell had. Our situation on the esther: 
Pacific, however, is similar to his. The figures he has given woul 
apply more or less to the Northern Pacific. 

The CuHarrman. Let me ask you something. Is there any co: 
parable situation on refrigerator cars ¢ 

Mr. Utyerr. No, sir. Not in the last few years. We have don 
very we ‘I in refrigerator cars. 

The CHamman. What about the Great Northern ? 

Mr. Campseti. We have not had a refrigerator car shortage fo. 
the last 4 or 5 years. 

The CuarrMan. I was thinking of our fruit situation in both lines 
That seems to be all right. 

Mr. Unyerr. Yes, sir. We don’t look for any trouble whatsoever 
in that respect. The Northern Pacific is cursed with these recurrent 

car shortages just the same as the other railroads in our group. W< 
feel that Mr. Martin’s proposals will go a long way toward increasing 
the supply of boxcars in the country. I think the subject has bee 
covered very fully by preceding witnesses on our side. AJIT can d 
IS say “Amen.” 

The Cuairman. I will have the record open in case anybody wants 
to make any changes in the testimony, as to figures or things of tha 
kind, for a few days, or if they wish to file any further statements. 

Mr. Martin. Mr. Chairman, when Senator Schoeppel was presiding 
this morning he asked me some questions about the effect upon tli 
car supply of these so-called key-point restrictions in certificates of 
railroad-owned motor carriers. Mr. Mahoney has a little bit of 3 
formation on that subject. Because of Senator Schoeppel’s inquiry, 
I would = grateful if you would let him make a brief statement. 

The Chairman. He can do that or put it in the statement, whic! 
ever he mere 

Mr. Martin. It is only half a sheet . 

Mr. Manoney. I didn’t want to take up too much time. We r 
cently removed what we called a key point at Dodge City, Kans 
I will read this memorandum. I think you will get from it, and 
Senator Schoeppel will, too, what we mean. 

Due to the removal of the key-point restrictions at Dodge 
which made it possible to operate trucking service with LCL on ra 
billing that did not have a prior or subsequent rail movement, we 
were able to discontinue the following daily merchandise cars and 
handle this freight beyond Kansas City in coordinated rail-truck 
service: 1 Chicago-Dodge City car; 3 Kansas City-Dodge City cars: 
1 Kansas City-Garden City car; 1 Garden City-Dodge City car; 1 La 
Junta-Dodge City car; 1 Dodge City-Pueblo car; 1 Wichita-Dodge 
City car: and 1 Denver- Dodge C ity car. 
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This enabled us to improve the service into this territory with 
savings as a result of this key-point removal tot: ~— 357,120 car-miles, 
tnd a saving of 14.300 car- days annually, in add on to which, of 
course, there was the usual switching and station i ylatforn: expense 
Phat would answer it. 

The CHaiRMan. What do you t 
ng cars back clean? Would that cause some delay ¢ 

Mr. Manonery. If the industry would clean the cars, that would 
ideal, Senator. But if the eastern lines would have to take out to 
clean the cars before they delivered them to the western lines, you 
are just transferring the delay from one set of carriers to the other. 

The Cuamman. You would rather have them dirty than to have 
them delayed aoain. 

Mr. Manonrty. We certainly would. And as you stated, your 
cuess—and we have made many studies of the time required from at 
rival in the terminal to switch dirty cars out, place them on cleaning 
tracks, remove them from cleaning tracks and place them with indus- 
try, and three days is the minimum. Your guess was very good. 

The CHatrMan. If something could be done about that in some way, 

might help a little bit. 

Mr. MAHONEY. If the cons'gnee would unload the car clean it would 
save many days. 

The CHarkMman, What is the demurrage for a private shipper? 
Ilow much aday?’ Does anyone know / 

Mr. Gass. Yes, sir. After the first 48 hours it is $3 for each of 4 
davs and then $6 for the balance. ‘That is where he is on the regular 
ivreement. If he is on the average agreement, that is entirely dif 
ferent because he gets credit for every car he releases within 24 hours, 

» vets a credit to offset a debit. 

The Cramwan. In other words, an incentive to unload fast in 24 

ours, but he has 48 hours of grace. 

Mr. GrASS. Yes, Sir. IIe uses that to offset 2onlnst any car he holds 
beyond LS hours. 

The CuarrmMan. Thank you, gentlemen. We will leave the record 
open. We appreciate your testimony. 

(Thereupon, at 3 42 p. m., the committee was adjourned. ) 

(Documents filed subsequently are as follows :) 


cl 


hink about some reoulat 1OnM On | ring 


INTERSTATE COM MERCE COMMISSION, 
Washingon, May 17, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Forcign Commerce, 
United States Senate, Washington, D. C. 


DEAR CHAIRMAN MAGNUSON: At the hearing on May 8&8, 1956, before the Special 
Subcommittee on Freight Car Shortages on bill, S. 2770, Mr. Eldon Martin, 
ice president and general counsel of the Burlington Lines, suggested a sub 
titute bill. With your permission, I would like to submit for the record, on 
behalf of the Commisison’s committee on legislation, the following comments 
mn the proposed substitute measure : 

Section 1 of the suggested substitute would amend section 1 (14) (a) of 
the Interstate Commerce Act so as to require the Commission, in establish 
ng the compensation to be paid for the use of any vehicie subject to per diem 
charges, based upon time or detention as distinguished from mileage, to pre 

ribe maximum reasonable compensation for the use thereof as an incentive 

r the construction and maintenance of an adequate supply of such vehicles 
Che Commission would also be required to include as a factor in making such 
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a determination, the earning power or value of the use of such vehicle w) 
is lost by the owner thereof when used or appropriated by others. The 
posed provision would thus authorize the Commission to fix per diem rates w}) 


give due regard to the necessity of providing an incentive to every railroa 
procure and maintain a sufficient car supply at all times, a power which 
court, in Palmer v. Lnited States (75 IF. Supp 63), held that it did not h 


| 
ler the existing provisions of section 1 (14) of the act. Such a provi 
i opinion is desirable since it would assist the Commission in all 


ng freight cat ortages by providing with a means of inducing the « 
riers to make a greater contribution to the national supply of freight cars 

The sugges 1 substitute bill would also amend section 1 (15) of the 
which relates to the Commission’s powers to issue emergency car-service orde 
In this connecti section J 15>) provides, in part, as follows: 

the Commission shall have, and it is hereby given, authority, e 

on complaint or upon its own initiative without complaint, at once, if 
orders, Without at er or other formal pleading by the interested carrie 
arriers, and with or without notice, hearing, or the making or filing of a re 
according as the Conunision may determine: (a) t * [Italics suppli 

Phi roposed s ibstitute measure would add at the end of section 1 


| 

paragraph which would authorize the Commission, whenever an eme 
ga shortage of vehicles subject to penalty per diem charges (bas 
on time or detention, as distinguished from mileage) exists to prescribe, 
hearing, such uniform increased per diem charges as in the Commission’s 0} 
ion would give proper recognition (1) to the greater value of the use of 
vehicles during such shortages and (2) to the effect of such increased per di 
charges in promoting the expeditious distribution, interchange, movement, 
return of vehicles to the owners thereof. The Commission would also be 
thorized to prescribe such special rules of practice as would assure the pro1 
disposition of proceedings that would arise under the proposed new provis 

In our opinion, the provision in section 2 of the proposed substitute w1 
would require a hearing before the Commission could order an increase in 
diem rates to alleviate shortages of equipment during times of emergency 
undesirable. No prior hearing is now required under section 1 (15) before 
Conimission may take emergency action, and since car shortages are usually s¢ 
sonal in nature, it is quite conceivable that if a prior hearing were required 
proposed, .the necessity for such emergency action may pass before the ¢ 
mission would be able to complete its hearing and issue an order. 

We are also opposed to the proposed requirement that increased per diem r: 
be made uniforn Certain terminating railroads release freight cars f 
excess of their loading requirements The effect of such a requirement, the 
fore, would be to penalize these carriers regardless of their efficiency in hand 
freight cars. The same would be true with respect to bridge-line railroads 
belt lines which neither originate nor terminate trattic 

S. 2770, as originally introduced, would give the Commission the author 


v out the necessity of a prior hearing, to direct the assessment of sucl 
creased per diem charges on one or more carriers during periods of emerge! 
threatened emergency as would, in its Opinion, operate to relieve shortag 
threatened shortages of equipment For the reasons indicated above, we ar 


the view that the above-mentioned provisions of the original bill are prefer 

» those set forth in the suggested substitute 

If the original bill should be enacted, the Commission would first deter 
the extent to which railroads, individually and collectively, are deficient it 
ownership. This would involve a comprehensive study of traffic requireme! 
including the peak loadings on individual lines. Separate studies would 
be necessary for the various types of equipment such as box, gondola, hop). 
flat, refrigerator, stock, or other special-type cars. In addition, considerat 
would be given to the type and flow of traffic, and whether the carrier is } 
dominantly an originating, terminatin, or bridge line 

Once a car-ownership formula is adopted by the Commission as a result 
such studies and considerations, it would then be in a position to exert pressurt 
upon deficit carriers to increase their ownership to the prescribed level within « 
reasonable time or suffer penalty per diem charges in the event of another ca 
shortage 


ase RA 
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We wholeheartedly endorse the general purpose of the propose Ss 
bill, and urge adoption of section 1 thereof Hiowever, for the reaso1 
above, we do not recommend adoption of that part of the propos 
which relates to section 1 (15) of the act 


Respectfully submitted 


sh to state that the Minneapolis & & | 


Railway Co., which operates in the States of Minnesota, Iowa, South Dakota 


nd Illinois, is in favor of the passace of Senate bill 2770, which would au 
ea penalty per diem charge during periods of car shortages 
Phe! ear whership of the M. & St. I is more than ndequate for o eed 


We are a per diem road, but we would much prefer use of our own boxcars 
} 


luring periods of car shortages than the mere per diems which using lines pay 
l Qur patrons are entitled to boxcar service 
We are presently in the process of making a projected 10-year car study to 
letermine what additional equipment the M. & St. L. should purchase. We 
ve every intention of progressing our ownership in necessary types of 
o give our customers and patrons the service of which they are deserving 
However, a deterrent to this program is the ease and alacrity with which 


whed equipment flies the rails of the owning line and does not return for a 
msiderable period. Ownership under those conditions is not feasible or de 
able, and before embarking on a purchase plan for additional equipment, we 
uuld like to see a correction made from existing circumstances 

Aside from Senate bill 2770, I personally think that the Congress should 
nstitute measures to see that steel is available in sufficient quantities to keep 
irrent car orders of the Nation’s railroads. Cars on the rails are of much 
ore service to the public than cars on order. The record of car manufacturer 

the railroad suppliers has not been too satisfactory 
Very truly yours, 
A. W. SCHROEDER 





Coe New YorkK, New Haven & Harrrorp RAILROAD Co., 
Vew Haven 6, Conn., May 12, 19 
Hon. WARREN G. MAGNUSON, 
Chai man, Committee on Interstate and Fore n Commerce, 
United States Senate, Washinaton, D. C. 

DEAR SENATOR MAGNUSON: AS you know, the position of the railroad industry 
with respect to S. 2770, the so-called penalty per diem bill, was explained to the 

ecial subcommittee handling the bill on March 29, 1956, in the statements of 


Messrs. Preston and Gass on behalf of the Association of American Railroads 


and Mr. J. M. Hood on behalf of the American Short Line Railroad Association. 


In the light of those presentations, it was believed unnecessary for the New 
York, New Haven & Hartford Railroad Co. to submit an individual statement. 
In view, however, of the stateinent made on May &, 1956, by Mr. Eldon Martin 
n behalf of the nine railroads represented by him, I now believe that a separate 
tatement by the New Haven is necessary to clarify the record. Mr. Martin’s 
tatement was not available to me until after it was orally presented to the 
ibcommittee. Much of what was said in his statement was completely refuted 
i the testimony of Mr. James M. Symes, president of the Pennsylvania Railroad 
0., With Whose statement I am in complete accord, but it seems to me that 
ome additional comments and statistics are necessary in order for the sub- 
immittee to have a complete picture, 

Mr. Martin stated that the railroads which he represented disapprove the 


precise language of S. 2770, but went on to say 











260 AMENDING INTERSTATE COMMERCE ACT 


“We favor legislation which would authorize and require higher per di 
charges during car shortages—as well as higher per diem charges generally 
upon the ground that such higher charges will provide an incentive for increas: 
ar ownership, and thus tend to increase the national car supply.” 

The present regular per diem charge to which Mr. Martin referred seve 
times in his statement was set at a level of $2.40 by agreement of the railros 
owning a majority of freight cars in August 1953. When the New Haven 
a number of other carriers refused to pay this rate on the grounds that it 
far too high, a complaint numbered Docket No. 31358 was filed with the Int: 
state Commerce Commission by a group of roads, including most of those rey 
sented by Mr. Martin in these hearings. In December 1954 the Commission 
examiner issued a proposed report recommending that the Commission find ¢] 
$2.40 rate unreasonable to the extent it exceeds $2.10. The Commission, ho 
ever, in its report issued in December 1955, approved the $2.40 rate. In Fel 
ary of this vear the New Haven and other defendants filed a petition for re 
sideration, including statistical data which, it seemed to us, showed that freig] 
ears are purchased to meet expected traffic demands and refuted the argume) 
that an increase in the per diem rate will act as an incentive for the purchase of 
new cars. In their reply to that petition, counsel for complainants, includii 
Mr. Martin, stated (p. 14): 

“Dealing first with the incentive question, complainants have never asserted 
that there is a demonstrable correlation at any given moment between the num 
ber of freight cars in service or on order and the level of the per diem rate. 7/ 
have not contended that railroad managers decide to invest capital in freight 
cars because of the per diem rate rather than because of traffic demand. What 
complainants have urged, and what this record establishes, is that car ren 
which fails to return full compensation to car owners for providing and ma 
taining freight cars is a substantial deterrent to the allocation of capital to ne) 
ears.” [Italics added. ] 

As I read that statement, counsel for the roads favoring high per diem, inelud 
ing Mr. Martin, conceded that an increase in the per diem rate would not act 
an incentive to purchase new cars, but argued that a low per diem rate might 
as a deterrent for making such purchases, I find it difficult, indeed, to recon 
that statement with the one submitted to your subcommittee. 

All of the available statistical data indicates clearly that there is no conne 
tion between the level of the per diem rate and the supply of freight cars or 
efficiency in their utilization. Since 1945, the per diem rate has been more than 
doubled from $1 to $2.40. Yet, as shown by the following short table compiled 
from AAR statistics, the freight-car fleet in 1955 was less than in 1945. The 
same is true with respect to the figure showing average miles per car per day, 
which is considered the most accurate indicator of car utilization. 


TABLE 1 


Revenue 





; freight car | Avera 
Year ownership | miles} 
ofelassT | car p 
railroads (as | day 
of Jan. 1) 
1945 1, 850, 903 tf 
1946 - 1 42.4 
1947 1 | 45.7 
1948 1 4.1 
 — ‘ bites 2 ' a 1 4 
1950 - 1 ; 4 
1951 1, 798, 898 | + 
1952 1, 833, 597 s 
1953. . 1, 838, 777 
1954 1, 858, 048 { 
1955 1, 816, 752 } 


From a short-term aspect, the lack of relation between the level of the per 
diem rate and car supply is even more clearly shown. As mentioned above, the 
per diem rate was increased from $2 to $2.40 in August 1953. During the next 
ealendar year of 1954 there were less new freight cars installed than in any year 
since World War II. On the other hand, between the time in December 1954, 
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when the examiner issued his report proposing a reduction of the rate to $2.10 
and the time in December 1955, when the Commission made public its report 
rejecting the examiner’s recommendations, there were more orders and com 
initments for new cars than during any comparable time in the last 30 years 
According to AAR statistics, there were 235,524 cars ordered in the calendar year 
1954 and 169,872 in 1955. The decline in 1954 and the increase in 1955 were, of 
course, due to estimates of future traffic demands and it would be foolish to argue 
that the decrease in cars resulted from an increase in the per diem rate or 
that the new-car orders were attributable to a prospective decrease in the rate. In 
the face of such figures, however, it seems even more foolish to argue that an 
increase in the per diem rate acts as an incentive to purchase cars 

If a bill along the lines suggested by Mr. Martin were ever enacted and a 
penalty per diem rate were set at an exorbitant level, it seems clear that it would 
result in inefficiency in operation and increase rather than decrease the shortage 
of cars. Suppose, as is the usual occurrence on terminating roads, a foreign car 
is unloaded and released at a point not far from the interchange point with the 
road from which it was received, and the situation is such that if held for 24 or 
iS hours, it could be loaded to or via the home road instead of using a con- 
veniently located system car. If there were in effect an exorbitant penalty pet 
diem rate, the foreign car would be sent back empty, the system car would 
be used, and the unnecessary duplication would result in the most inefficient 
operation. 

It should also be pointed out that under the present system, when a shortage 
of freight cars exists, the car service division of the AAR issues special orders 
directing roads having available cars to deliver them to the line or area suffering 
the shortage. In the event of an exorbitant uniform penalty per diem charge, 
foreign cars would presumably be sent back to the home lines immediately. 
Under this system cars would very likely be sent away from the shortage area. 
For example, during grain-loading season in the Midwest, the cars owned by 
the southern or southwestern roads would be sent to those lines, away from the 
area in which the shortage oceurs. In the same way, during the lumber-loading 
serson in the Northwest, the cars owned by Midwest lines would be sent to the 
home area, away from the shortage. 

Throughout the hearings several witnesses stated that increased or penalty 
per diem will, in some mysterious or unexplained fashion, increase the suppl 
of boxcars. No one, however, has shown or even tried to show any casual 
relationship between the two. 

\ssuming that the money obtained from imposing a penalty per diem rate 
would be used to buy new cars, this would, of course, be possible only where 
there is an increase in the excess of per diem credits over per diem debits 
Obviously, where the debits and credits cancel each other ov where there is an 
excess of debits over credits, there will either be no increase or there wil! be 
a decrease in the amount of money available for replacing or adding cars. 

The effect of imposing a penalty per diem rate would, of course, be to increase 
the net credit of the credit roads and to increase the net debit of the debit roads. 
Table 2 shows all of the net per diem credit roads in the representative year 
1952; the amount of such credit; the net credits (excluding mileage and other 
non per diem amounts) of the roads arranged in descending order of the amount 
of net credit: the percent of each road’s net credit to the total net credit; the 
‘umulative percent for each road plus all the roads with larger percentages: the 
total freight-carrying cars owned (excluding tank and refrigerator) by each 
uch road: the ratio of hopper and gondola cars to such total cars; and the 
number of boxcars owned. 

It will be noted that the first four roads (the Norfolk & Western, the Louis- 
ville & Nashville, the Chesapeake & Ohio, and the Pittsburgh & Lake Erie) ac 
ounted for over one-half of the total net credits and would receive the same 
proportion of any increase in the per diem rate. In 1954, as shown in table 3 
these four roads again accounted for more than one-half of the total credits 

As shown by tables 2 and 3, the 4 roads which receive more than 50 percent 
of the benefit of any inflation in the per diem rate in 1952 owned only 13 percent 
of the total per diem cars of all class I railroads and only 7 percent of the box 
cars in the country. Recent shortages have been mostly with respect to box- 
cars, whereas these four roads use and would buy mostly open-top equipment, 
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TABLE 2.—Class I line haul per diem credit roads, year 1952 
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1. Norfolk & West $12, 131, RGF Ly 14.17 56, 44 R2 
Louisville & Nas! i 11, 700, 17! ] 7 7.84 f 649 
Chesapeake & Ohio ), 857, 034 BF R5, 802 : 
{. Pittsburgh & Lake Er ) 213.079 (0). 7¢ 0.11 26, YR7 j 
Western Maryland 2 17 » sY 1 190 st 
6. § Louis-Sa I ludir 
exis Co 2 658, G26 ) » 99 24.644 40) 
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25. Lehigh & New England 7A7. 961 a Q?, 25 , 61] 
26. Nashville, Chattanooga & St. Louis 725. 890 x 10 6. 755 { 
27. Denver & Rio Grande Wester 707, 79 & 93.9 10, 745 
28. Alabama Great Southern 661 ( oy 94.70 4, ORS 60 
29. Chicago, Rock Island & Pacifi 640, 885 75 95. 45 0 819 9 
Bangor & Aroostook ARF 7 HN 96.1 2 #24 & 
Pittsburgh & We Vir nia 538. 754 63 OF ‘ 2,516 OY 
Minneapolis, St. Paul & Sault Ste Maric 429. 799 () Q7_ 96 13, 07 
407, 747 1s 97.74 4,550 18 
ec I 1& Pacif 70, 852 { QS 6, 406 
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I bee reate 1 « | 


Interstate Commerce Commission found in C 
.. 68ST Cat p. BSD) ) 


when they do buy cars As the 
ce, Freight Cars (268 I. C. ¢ 


we) 
Rail carriers commonly acquire and own freight cars of the type or typ 
needed for loading the character of freight originating on their respectiv 


lines.’ 


Mo of the roads having high net jit liem debits are, of course, in the terminat 
ing area in New England and the Northeast generally, while as shown by the 


tables above, the roads benefiting from any increase in the per diem rate are pre 
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TABLE 3.—Class I per diem credit roads, year 1954 
1 
a as 
I 
Louisville & Nashville $12, 612, 912 
Norfolk & Western 609, 745 ON 
Pittsburgh & Lake Erie 1 18, 208 » 8S 41.79 
+. Chesapeake & Ohio 9, 371, 12 1. tt 
Chicago, Burlington & Quincy 119, 632 xY 

§. Bessemer & Lake Eri 8,154 
Western Maryland 459, 71S t 

®, Northern Pacifi 110 y it 
Virginian 6,481 
Cambria & Indiana & 8S 
St. Louis-San Francis« including ‘Texas line 1, 806, 364 2. 2 
Missouri Pacifi ! ) 7 ys 
Denver & Kio Grande Wester 1, 4 & 

Atchison, Topeka & inta F¢ 1, 348, 54 ‘ é 
Seaboard Air Line 1, 280, 94 ( x). 8 
Gulf Coast Lines (including Internat 1 (tr t No ( "7 s 
Clinchfield 1,2 s 

S. New York, Chicago & St. Louis 9 R2] x 

1, Chicago, Rock Island & Pacifi f, OSS { Xf}. & 
Atlantic Coast Lin | 6.69 1. 34 & 
Delaware & Hudsor 79 5 
Cincinnati, New Orl & Texas Pac 146, 29 s ) 
Lehigh & New Engl 1 10, 804 
Illinois Central R31. R16 j 
I or & Aroo K ’ ) 4 
Montot = 4 2 4. FR 
Minr St. I { ! M s. } l 

8, N iville, Chattano & St. I 24, 8 " 
I burgh & iwimu 9 4 
\ Canton & ¥ \ { 8 
etro Yoledo & Ir 2, 661 { 17. 28 
{ Ra road ote 18S 4 
C¢ 1 il if reort 1 2i4 444 : 
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Maine Central RO) S RHE 
A] I (reat Souther 10 6) } OX. & 
Minneapolis & St. L 182, 442 9 

s. Lake Superior & Is} ig 162, 24 ” 

», Utal 120 ' OS 
rennessee Central 117.618 
Chicago & Illinois Midland 114,312 { 19. ¢ 
Missouri-Illino 8&2. 809 9 
Western Kailway of Alaban } 2 99. S84 

+. Atlanta & West I it { 1, WO 
) oit & Macki d 9 

leston & We 41 324 19, GR 
Western Pacifi ig Sacral ON 16, S17 
Total 80, 318, 12 vw), OK 
AAR statement of per d lebit and credit balances vear 1954 
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been treated as one company, 


lominantly coal-carrying roads. I fail to understand how doubling or otherwise 


ncreasing the per diem rate so as to take money from the Northeast roads and 
ve it to the coal-originating roads will produce new boxcars for grain and \umber 


the Midwest and West. 

During 1955, the largest car 
Northern Railroad during the week ending November 26 
et per credit: balance in 1958 and 1955, in 1954 actually had a 
let per diem debit balance of $266,957. I do not see how doubling the per diem 
ate will enable the Great Northern to buy many new cars or why taking money 
from the Northeast carriers and giving it to the Pocahontas lines wil 

e Great Northern to potine hase new equipment 

When an analysis is made of the use and interchange of ¢: 
ndustry as a whole in any given vear, it ar 
em rate affect the acquisition of freight cars. \ 
there were 607,665,505 active car days and the per diem rate 
veraged about $1.92, so that 
ent them from a car-owning company they 


ars the Great 
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717.770 in per diem. During that year, all of the class I carriers had a total 
’ 


SOG6,835,.250 receivable as per diem from other roads, the difference being 


mainly to the fact that a large part of the time a carrier is using its own car 
While some other road is using its cars, a carrier is using the cars of that o7 
third road, so that the amounts receivable and payable as per diem substantia 
cancel out, and in 1952, as is shown in table 2, only $85,625,596 ever was receive 


by the class I roads. This means that only 7.5 cents out of every per diem dol 


in that vear changed hands. Assuming the same ratio now, only an average 
17.5 cents out of a $2.40 rate would ever be received by another road. 


If a road’s debits and credits even out, the level of the per diem rate mak« 
no difference in the purely bookkeeping operation. A high per diem rate will o! 
course be of most benefit to those roads which have the highest ratio of credit 


to debits 


TABLE 4 First 20 net per diem credit roads arranged in order of relative 
credits, uear 1952 


Percentage 





Percentage hopper and Rinineripsitaad Numbs 
st g Aiea freight carry ine 
Dua v0 liao aed OX ¢ 
eceivabl total om _t owned 
oe . owned ? 
ownership ? 
4 (B (C D 
1. Camt © Indians 6 100 2, 867 
2 M tour 2H 100 2,148 
4 Ne & Wester 0 82 56, 445 } 
4. Clinchfield 8S 6, 912 
5. Pittsbu & W t \ , 90 2, 516 
6. Virginiar ts 97 14 526 
7. B W Ar 8 2, 624 
8%. Pittsburgh & $ wrout 42 100 1,011 
9. Western Maryland 44 82 13, 190 
10, Pittsbu ’& La I 4¢ 74 26, O87 
11. Louisville & Nas ( 4¢ 75 62, 649 13 
12. Bessemer & Lake E1 47 91 12, 650 
13. Lake 1px r& Ishpemi 5 79 2, 701 
14. Utah { 100 1, 621 
LA Ne I 61 75 3, 611 
16. peake & O} 73 RH, S02 
17. Cincinnati, New O i A Texas Pacific ‘ 55 &, 438 
ik ¢ ly & (ireeny ( (2 30 3YS8 
19. Dela & Hudson 64 73 12, 414 
| Alat Great S t I 75 60 4, ORS 
Computation made from figures shown in AAR statement of per diem debit and credit balanc« 
1952 
2 Source: Railroad Car Facts, 1952, published by American Railway Car Institute except No. 17 
No. 20 from ICC Statistics of Railways in the United States, Year 1952. 


Table 4 lists the 20 class I roads with the lowest ratios of per diem payable | 
receivable arranged in increasing order of the ratios. Sixteen of the 20 roads have 
a ratio of open-top to total ownership for 70 percent or higher compared with 
percentage of 48 for the country as a whole. The first two roads on the ex 
hibit, the Cambria & Indiana and the Montour, own nothing but open-top cars 
and these are the roads which receive relatively the greatest benefit of any rai 
road in the country from an increase in the per diem rate. The next 3 roads 
Norfolks & Western, Clinchfield, and Pittsburgh & West Virginia have between 80 
and 90 percent of their ownership in open-top cars. Practically all of the Vil 
ginian’s cars are open-top. The only road on the list owning any substantial 
number of cars with less than the countrywide average proportion of open-top 
ownership is the Bangor & Aroostook, which originates a high proportion of 
boxcar traffic. From this it is obvious that a penalty per diem rate would benefit 
mostly the roads with proportionately large ownerships of hopper and gondola 
cars. If these roads increased their ownership it would be through the pur 
chase of open-top cars while, as this committee knows, present-day shortages are 
mostly with respect to boxcars. 

AS was explained by Mr. Symes, it just is not true that all roads showing a 
net per diem debit balance are deficient in car ownership. Under the present 
transportation system, an adequate car supply is and must be the responsibility 
primarily of the originating lines. An originating line is just as happy to load 
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ind move a shipment to a terminating line as the latter is to receive it. In times 


f car shortage, an originating line is anxious to get its car back so that it cn 
ond it with revenue freight, but a terminating line is ever 
d of it because not only is it also being deprived of participation in a revenue 
ovement while the car is on its line, but it is paying per diem on 
t has no use. 


more anxtous to get 


aca Ie I 


The New Haven, for example, terminates about twice as many carloads as it 


originates. For every load offered to it, the New Haven has two 
m its line. The New Haven requires only about 3,000 


urs for online loading 


that is between 2 points on the New Haven. In spite of this, it owns about 8,00 
ars, thus contributing about 5,000 cars to the national pool. Mr. J. J. Mahon 
f the Santa Fe, who echoed Mr. Martin’s sentiments, voiced 


his approval of the 
AAR formula for car ownership and the New Haven fleet is just about at tl 
figure recommended for it by the AAR. Yet every year, because of the fact that 
t is a terminating line, the New Haven pays out several million dollars b 
virtue of a per diem rate which is already at ted level 

Nor could the New Haven escape its position as a net per diem debit road by 
buying more cars. Even when the New Haven owned twice as many cars (16,407 

1986) or 4 times as many cars (35,865 in 1925), it still had a net debit per diem 
Obviously that is not the solution. 

Everyone agrees that the car shortage must be alleviated by increasing the 
total car ownership or making more efficient use of the existing fleet or both. As 
hown above, however, this will not be accomplished by 
the per diem rates. 

An industry such as the railroads, which earns only about 3.5 percent on its 
nvestinent, should not be required to expend its meager funds on equipment ade 
juate to meet the greatest conceivable peak demands, unless it has some asssul 
unce that the equipment will get sufficient use in slack periods to justify 
urchase. Under the present state of regulation, this is not so. In low-traffic 
periods, the railroads suffer almost the whole brunt of the decline, while cor 
peting motor Carriers continue to get substantially full use out of their equip 

ent. Were the Congress to enact the major recommendations of the President's 
Cabinet Committee report so as to give the railroads more freedom to compete, I 
have no doubt but that this would have a salutary effect 


a greatly inth 


ncreasing or doubling 


its 


in the confidence of rai 
anagers and encourage the acquisition of new equipment 
Actually, even today there would be no car shortage if all orders for a new cars 
vere filled promptly. The delay, as has been brought out 
steel, yet I know of no investigation of the steel comp: 


ties, Whose much great 
earnings would seem to make increased capacity much 


more justifiable 
The other possiine cure for the situation 


nt cn 


is, of Course, inere efficient utilizatior 
f the existing car fleet. n this connection, it should be borne in mind what 
the ear shortage is. A car is considered “short” if it is not furnished within 24 

urs after it is ordered. This contrasts with from 2 to 7 days of free time 
illowed the shipper to unload after a car is delivered. During 1955, the greatest 
shortage was something less than 25,000 cars, contrasted 


with an average daily 
oading of over 100,000 cars. This means that 


on the average 3 out of 4 ears 
were furnished within a day after they were requested e\ 


ven at the height of 
the shortage. In any other industry but the railroads this would be a record 


to be proud of. Of course, during peak-loading periods some shippers have to 
wait several days for cars, but it seems clear that this 
regardless of the total car Ownership. So long as 
get its total annual production or harvest to 
ich maladjustments will always occur 
ro the extent that time in transit or unloading time 
f course alleviate the car shortage. The Congress 
have to decide to what extent changes should be required in present practices 
n industries like lumber and grain in order to help reduce the 


ar shortage 
In summary, it seems clear that S. 2770 would not accomplish its avowed pur 


pose of alleviating the car shortage and would probably result in more inefficient 
utilization of the existing fleet. From a practical standpoint, it just will not 
work. From a legal standpoint, I have grave doubts as to the 
if such legislation. 

S. 2770 is quite similar to S. 2850, on which hearings 


were held during the 
S2d Congress. S. 2350, in turn, was a substitute for S. 1018 suggested in the 


| Commission’s report on that bill. At the time the 
ubstitute which became S. 2850, the 


would be true almost 
any industry or area tries 
market within a short time, 


can be reduced, this will 


and the Commission will 


* constitutionality 


Commission suggested the 
Commission itself conceded that 


, since 


T7964— 56 -18 
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ch a bill ‘would give the Commission power to issue an order of particular 
applicability prescribing future conduct, without a hearing, there may be some 
question as to its constitutionality” (printed hearings, p. 11). Since the power: 
under S. 2770 are even broader than those in the bill originally suggested, 
think such a bill might well be held to transcend constitutional limitations. 

I appreciate the courtesy of being given the opportunity to submit this stat 


ment 
Respectfully Vours, 
GEORGE ALPERT, President 


THE MCCABE Co., 
Winneapolis, Minn., May 9, 1956 
Hon. WARREN G. MAGNUSON, 
Senate Office Building, 
Washington, D. C. 

DEAR SENATOR MAGNUSON: I am writing to you in reference to Senate bi 
2770. Your committee held hearings on this bill around the first of April and 
at that time our Mr. Peterson appeared before the committee and testified fo 
this bill. 

We were rather surprised that our northwestern railroads did not appear at 
that hearing so we got busy to find out why. We found that in general they are 
in favor of the bill with amendments. 

Now I understand that a Burlington man representing the roads in th 
territory presented a statement to your committee yesterday suggesting certa 
changes in the bill. We hope that the committee can amend the legislation s 
it will be acceptable to our railroads up here and then get it out on the floor 
as promptly as possible. It looks to us on the outside here that time is grow 
ing short and we would like to see this bill through Congress in this session of 
the legislature. 

We in the country elevator trade are anxious to do everything we can to get 
this legislation through in this session so keep me advised as to progress of 
the bill and we will get busy at this end and try to help things along. 

Yours very truly, 
3EN C. McCasi 
BCMcC: VR 


UNITED STATES SENATE, 
May 19, 1956 
Hion. WARREN G. MAGNUSON, 
Chairman Interstate and Foreign Commerce Committee, 
United States Senate, 
Washington, D. C. 

DEAR SENATOR MAGNUSON: I believe that this news story, which represent 
an extensive study by reporter William Dean of the Eugene Register-Guard 
and which was printed in that paper October 6, 1955, contains a great deal 
of information pertinent to the present hearing and should be included in the 
record. 

Kind regards, 
RicHarD L, NEUBERGER 


[From the Register-Guard, Eugene, Oreg., October 6, 1955] 


BoOxcAR SHORTAGE PLAGUING OREGON’S LUMBERMEN SEEN AS PART OF NATION 
PATTERN 


By William Dean 


Lumbermen the past few weeks have been quoting with some nostalgia and 
much bitterness a poem written about 1915 by the late C. C. Crow and published 
in Crow’s Lumber Digest. Its annual popularity is a gage of the degree ot 
shortage of rail-shipping facilities. 








‘) 7 
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This classic includes these storytelling verses: 


} 


“A poor old man with trembling limbs 
And stooped, decrepit form, 

Stood on a weatherbeaten dock, 
And faced a wintry storm 


“He minded not the icy winds 
That fanned his snow-white beard 
But holding high a telescope 
Straight down the track he peered 


“Here and there, all weatherworn, 
And piled high on the dock, 

Was what had in bygone days 
Been the ready-for-shipment stock 


“He would look ’way off t'ward the sunkist South 
And his face was filled with sorrow 

And the only thing that he would say 
Was, ‘They promised me some tomorrow.’ ” 





(Francis Cole sketches, 
Wiltshire engr.) 


Hard To Sell—If lumbermen could use open cars for shipment to the East, 
the rail car shortage would not be so severe. However, eastern buyers dis- 
courage this because of the secondhand appearance the lumber gets while 


traveling across country. 


Humorous? Not if you own a sawmill and watch your inventory and unfilled 
order file grow apace; not if you are an offbearer or carloader with a layoff 
staring you in the face because there’s no place left to pile lumber and your wife 
Ss pregnant and payments are due on the ear. 

It’s not humorous if you work for the railroads. Southern Pacifie officials 
ind ordinary employees have been called “that crew of monopolists”’ 


and worse. 
SAWMILLS CLOSE 


With S88 percent of Lane County’s payroll coming from logging and wood 
rocessing, it’s not humorous to the corner grocer, either, although he may not 
iave felt the pinch directly. 

By the first of this week about a dozen sawmills had closed down for periods 
a few days to indefinitely. So far the closures have been in 
Douglas, Jackson, and Coos Counties. Other mills in those areas report that 
‘losure is imminent, or that they have cut production, In Lane County, some 
mill owners say they have been forced to cut production as their unshipped in 
Throughout western Oregon there have been tempo- 


I 
1 
I 


anging from 


ventories have increased. 
rary and spasmodic layoffs of loading crews. 











268 AMENDING INTERSTATE COMMERCE ACT 


ILLUSORY BRIGHT SPOT 


There is one bright note but it is an illusion. A shortage of shipping faciliti: 
has kept some lumber prices from falling rapidly. On the other hand, so: 
nill owners say they are not selling all they produce because they can’t deliv 
the goods. Delivery of what is sold is uncertain, and lumbermen report the li 
of some business to other regions which have more adequate shipping faciliti 

Generally, no one pattern of effect is applicable to the entire industry. 


In fact, there is agreement on only one point: The Southern Pacific has be: 
inable to supply all the cars ordered during two periods this year. The fi: 
was in June The second period began in early August and the shortage h 


grown steadily worse until last week the company was supplying shippers wi 


only 59 cars for every 100 ordered. 
BAD SUBSTITUTE 


When lumbermen speak of cars, they mean principally closed cars. Apparent 
there is no serious shortage of open vehicles but the use of them is limite 
Some mills, in desperation or because they are shipping rough green stock, u 
flats or gondolas. However, most report that it is the buyer’s choice which put 
a premium on boxears. Kiln dried or finished lumber, shipped cross-count1 
in an open car, is hardly a bright new product in an eastern lumber yard. Aft« 
a week or more of hot sun and rain, the lumber looks like second-hand materia 
when received. 


DIVERSE EXPLANATIONS 


The reasons for the shortage, as supplied by the railroad, lumbermen, and thé 
public utilities commissioner’s office—are as varied as those sources, 

The Southern Pacifie says western Oregon’s car shortage is part of a nationa 
condition and that the western railroad is doing all it can to alleviate the proble1 
on its lines. 

Lumbermen and the PUC make several charges: that there is a lesser short: 

here competing railroads operate; that the SP as a public utility is obligated 
to meet the demands of its customers; that the SP has made only a token effort 
to get empty cars from other lines. 

An investigation by this newspaper has disclosed that a lot of heat, and some 
smokescreens, have been generated by the car shortage. 


NOT A LOCAL PROBLEM 


Basically, the supply of freight cars is a national problem. Don Haakensvon 
supervisor of the car service department of the State public utilities commissiol 
told a meeting of railroad and utilities commissioners in early September: 

“The Nation’s railroads started 1955 with 40,464 less freight cars than wer: 
available in January of 1954 * * * At year’s end, 1954, our national rail ca 
fleet was only 2 percent greater than it was in 1940 * * * Car retirements have 
been outstripping car additions and, if allowed to continue through 1955 at the 
pace set in 1954, we will have approximately 13,000 cars less to begin next year's 
operations with than we had in 1940. Already, 18,621 cars have been lost fron 
January to June of this year.” 


RECURRENT SHORTAGES 


Haakenson said that during each of the last 5 years there have been periods 
of national shortages. The daily average shortage has ranged from 20 to as 
high as 27.238 cars. He pointed out that in western Oregon car shortages date 
back to 1908, and that since that time lumbermen have experienced repeated 
periods of shortage. 

Since 1950, PUC figures show that each vear has had at least 2 months during 
which orders for boxcars on Southern Pacific Lines in Oregon have exceeded the 
nuinber furnished. Since January of this vear there has been only 1 month 
in which the SP was able to supply all the cars ordered. That month was Jul) 
and followed a 3-tmonth period in which the railroad was short 7,088 boxcars. 
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One-way traffic—Western Oregon exports two carloads of lumber for every 
loaded car imported. SP officials say this is one reason why the line has diffi- 
culty supplying car orders. In western Washington, State PUC figures show, 
the traffic flow is divided evenly. 


NATIONAL SHORTAGE 


SP figures indicate that during the first week of July the firm had a surplus 
of cars and that in the following 4 weeks it broke about even with orders. 

By the end of August, according to PUC tigures, the SP had been unable to 
ill 2.997 orders for boxcars for lumber products. 

Figures supplied by the Association of American Railroads (AAR) show that 
for 1955 there has been a nationwide inability to fill boxcar orders. During 

: \ugust,. Weekly shortages ran from 6,500 to 9,800. The cumulative total com 

pared to the SP’s shortage of 2,997, wus 30,865 


OWNERSHIP PATTERN 


(It should be pointed out that these figures are not strictly comparable. They 
ire from different sources and cover similar but not identical periods and cai 
types. Both the Association of American Railroads and the Oregon PUC have 
been accused of slanting reports to support their individual contentions. ) 

Nationwide, the cause of recurring shortages of closed cars during peak 
harvest and construction periods can be laid almost exclusively to the national 
ar ownership pattern. The AAR reports that in 1940, class Ll railrouds owned 
719,124 boxeurs In 1954, the total was 717,013. 

In western Oregon, however, a second factor enters. We're an exporting 
irea. The volume of goods shipped in for consuimption is a dribble compared 
to our exports, 

SIMILAR PATTERN 


On Southern Pacific Lines alone, 158,460 carloads were brought into western 
Oregon in 1954. The company hauled away 320,633 carloads during the same 


vear. 

The Spokane-Portland-Seattle (Oregon Electric) line which runs between 
i Portland and Eugene reflects the same pattern. In 1954, the line brought in 
i 12,469 carloads and hauled away 41,007 carloads 


This means the SP had to bring in 162,178 empties in 1954. It can be assumed 
this figure is higher this year since the volume of shipping has increased. 


rHIS YEAR WORSE 


In 1954 and the 2 preceding years, western Oregon shippers experienced rela- 
tively brief and scattered shortages, compared with this year’s situation. 

Early in the spring, when the supply of cars became tight, lumbermen talked 
of “mobilizing” to get relief. In June, with the SP short about 4,000 cars, a 
group of shippers met in Eugene and called for Gov. Paul Patterson to appoint 
an emergency transportation committee. The 14-member committee, working 
through the office of Public Utilities Commissioner Charles Heltzel, has made 
repeated appearances before members of the Interstate Commerce Commission 
to report the results of their investigations. 
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Orie ( ent charges has been that the SP, a monopol 
of Ore nated against shippers at noncompetitive poir 
INVESTIGATOR REPORTS 
I } t investigator nto western Washington and n 
oa a ishington is served by four major lines (but n 
Pnive reported that at most points they found either a sur 
ol | upply They said shippers in Washington had ne 
ex} ed tage, even during periods of severe shortage in Oreg 
ey ever, show that cars have been scarce in Washing 
( where there is competition from several railro 
f ks, the Investigators reported conditions were genet 
\ esti rs charged, “the investigation in northern ¢ 
Pol tiie pparent uniform story that where there is competition 
| p of cars provided by the Southern Pacifie Rail 
I Lic hi ( n there usually a shortage. 
(‘il 
e committee ; | nvestigated car supply at competitive and none 
petitive Oregon points Clifford W. Ferguson, advisory counsel to the Committ 
Hel harged that wv t instances the SP or the SP&S is supplying shippers \ 
100 percent of their orders at competitive points. He says this is being do 
t the expense of mills dependent solely on one line or the other. 
herguson reported that between May 24 and July 1, during the severe ear 


uminer shortage, the SP? supplied mills and industries at Salem with 127 box 

following orders for that number. During the same period, Ferguson, say 
shippers at Sutherlin and Grants Pass were getting from 50 to 90 percent of thei: 
quotas while the SI’ supplied 100 percent to Klamath Falls, a competitive point 


SUGGESTED REMEDIES 


As a result of the investigations, the Governor's Emergeney Transportat 


Committee asked Governor Patterson to investigate the possibility of getting : 
additional rail service in western Oregon. } 
Last week, Governor Patterson declared his office is “investigating the pos i 
bility of new trackage, joint usage of existing trackage, forced routings * * 
He said, “It is a urming situation * * * to have a car shortage develop n : 
only prevents expansion of the economy, but the shipping of goods already pr 
duced, as well, thus bringing about unemployment at a period of the year whe ) 
our employment should be highest.” ) 
CHARGE DENIED 
The Southern Pacific has denied the discrimination charges. 
Last week in bugene, L. R. Smith, Portland division superintendent, declar 
that points where the SP has a monopoly are given preferential treatment Hi 
said “positive orders” have been issued to SP freight agents that where othe 
acilities are available at competitive points they are to encourage the use 
competitors cars. He said this frees more cars for use at monopolized point 
Qn September 15, the Chairman of the ICC wrote Senator Wayne Morse that 
the 1CC agent at San Francisco keeps a daily check on the distribution of freig! 
cars on SI lines The letter said: 
“We are of the opinion that a reasonable distribution is being made of the 
available freight equipment on the Southern Pacific at the present time.” 
RECENT IMPROVEMENT 
This week, a long-time observer of the industry reported that he felt the rai ) 
road has done “a much better job this year” in distributing cars between 
competitive and noncompetitive points. He said that in past years, monopolized 


and end-of-the-line stations such as those in Douglas and Coos Counties got only 
What was ieft over. More still could be done, he thought, but generally the i 
SP has improved its distribution. 

Smith pointed out that the railroad covers a vast area. “Frequently,” he said, 
“we'll have daily inequalities between points on our lines. This sometimes looks 
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bad on paper, but over a period of time we do our utmost to make 
If a point is shorter than normal this week, we try to make up within the next 
veek,” 
At the end of 1954 the SP stood fourth among the 104 class T railroa 
United States in ownership of boxears. In 1940 it had been 15th. It has come 
») partly because of a constant building program, partly because othe 
have let their tleets deteriorat: 
Between December 31, 1945, and August 31, 1955, the SP added 9,967 ne 
to its fleet. Company officials v that 60 new cars are being mover 
week from the Sacramento shops to Oregon for their initial loading 
veek said that Lane Veneer Co., north « Kugene, loaded a ron i 
hat had not existed before Augu 
\ 
In the past week, too, strings of empties have been } e nto Ores 
he other end of the line at Llouston. In the first S months of 19 SP 
ied lumber shippers with 12,625 more cars than du x the same yx 1S). 
Besides adding to its fleet of boxcars, SP has added to the capaci 
and the speed with which they are handled The company moves e: 
erage of 70.5 miles a day as compared with a national average of 48.7 





Achin’ back—This sketch shows one reason why the Nation’s railroads are 
unable to fill all car orders. The number of freight cars awaiting repairs in 
any one month is nearly equal to the number of orders the lines are unable te 
fill. The national average of cars awaiting repairs is 5.9 percent of the « 
ownership, except on the Southern Pacific, which averages 1.9 percent 


The railroad has an enviable reputation for keeping its cars moving. A report 
rom the Association of American Railroads indicates that the number of box 
cars awaiting repairs at the first of any month is about equal to the average 
monthly shortage. Nationally, about 5.9 percent of freight-car ownership is tie 
ip in repair vards. The SP reports its average is 1.9 percent 


STILL SHORI 
Despite all this, the Southern Pacific last week was able to supply only 59 pet 


ent of the cars ordered. The situation is expected to improve within a few 


weeks, but the basic causes will remain 
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Phose causes appear to be the national trend toward a decreasing freight- 
of-the-line position of the SP in relation to other railroads wl 


leet the end 
near the biggest consuming centers and get first pick on returning empti 


the seasonal conflict between harvest and construction peaks. 
Some argue that the SP, as a public utility with guaranteed rates and ot] 
legal protection, should be required to provide facilities for peak demands 


LONG WAT! 


SP officials reply that this would mean holding inactive huge fleets of 
during the winter months. They recall the years before World War IT wi 
Whole trains of empties where shuttled back and forth on the rail lines beca 
there was no demand for them and because there was no place to store them 

SP officials contend that so long as there is a national shortage it will be d 
ult to obtain enough empties to handle western Oregon’s exports. 

It appears that the old man on his weather-beaten loading dock may h 
along wait 


PaciFIc GRAIN Co., Winthrop, Min 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee on Freight Car Shortages, 
Senate Office Building, Washington, D. C. 


DEAR WARREN Maanuson: The McCabe Co., of Winthrop, wishes you and yo 
committee to give all out on the shortages of freight cars during the harvest r 
The eastern lines and southern lines get the cars a month before our hary: 
Starts and hold until they are finished with harvest. By this time we are in t! 
middle of our harvest and no place to go with grain. 

Carrier owners should be forced to hold their own cars in their heavy gi 
areas for the harvest season 

Do all you can, and all elevator and shippers will be helping you as much 


possible. : 
Thanking you, I remain, | 
Yours truly, | 


KARL H. VoEtz, 
Wanager, the McCabe ¢ 


UNITED STATES SENATE, 
May 10, 195¢ 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C. 


Dear Mr. CHAIRMAN: I understand that at the concluding hearing on 8. 277! 
some very able testimony was given by a representative of the Burlington Rail 
road, recommending alterations in the provisions of the bill. 

I understand further that these amendments will give the Interstate Com 
merce Commission adequate authority to prescribe incentives for constructio! 
and maintenance of an adequate national supply of boxcars. The authority to 
increase per diem charges will also enable the Commission to promote the expedi 
tious distribution, interchange, movement, and return of railroad boxcars. 

I cannot stress too strongly the necessity of enacting legislation along the 
lines provided in your bill, S. 2770, during this session of Congress, to alleviate 
the annual shortage of boxears which hits the Northwest each year during the 
harvest season. 

Attached is a copy of a telegram received from Mr. Ben C. McCabe, of the 
International Elevator Co., for the committee’s consideration. 

Now that hearings have been concluded, I sincerely hope that the Senate Con 
mittee on Interstate and Foreign Commerce will see fit to expedite favorable 
action on S. 2770. 

With best personal wishes, I am 

Sincerely yours, 
MIKE MANSFIELD 
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MINNEAPOLIS, MINN., Jlay 8, 1956 





Hon. MIKE MANSFIELD, 
Senate Office Building, Washington, D. C 

Understand Senate Committee on Interstate Commerce is hearing statement 
by Representative of Burlington Railroad recommending amendment to 8S. 2770 
to make this bill satisfactory to our northwestern railroads. Fate of this bill 
will determine whether or not our area gets a square deal on boxcar distribution 
Please check with Senator Magnuson and see what can be done to get this bill 
out of committee and acted upon. Advise. 

BEN C. McCane. 


UNITED STATES SENATE, 
May 9, 1956 
Hon. WARREN MAGNUSON, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
United States Senate, Washington, D.C 
DEAR Mr. CHAIRMAN: Enclosed is a telegram I have just received from Mr 
Ben McCabe, of Minneapolis, Minn., relative to S. 2770. 
J am sending this along for any consideration you and the committee may care 
to give to it. Thank you for any early action that could be taken 
With my very kindest regards and just every good wish, I am, 
Sincerely, 
WILLIAM LANGER 


\EINNPAPOnES, MINN., May &, 1956 
Hon. WILLIAM LANGER 
Senate Office Building, Washington, D.C 
Understand Senate Committee on Interstate Commerce is hearing statement 
by representative of Burlington Railroad recommending amendment to S. 2770 to 
make this bill satisfactory to our northwestern railroads. Fate of this bill will 
determine whether or not our area gets a square deal on boxcar distribution 
Please check with Senator Maguuson aud see what can be done to get this bill 
ut of committee and acted upon. Advise 
BEN C. McC asi 


UNITED STATES SENATE, 
Washington, D.C., Van 16, 1956 
lion. WARREN G. MAGNUSON, 
Chairman, Senate Interstate and Forcign Commerce Committer 
Washington, D.C. 

DEAR SENATOR: One of the problems of nationwide concern is the developing 
shortage of boxcars which, at times, reaches acute emergency proportions 
On many occasions, I have had to intercede with those directly concerned with 
the problem in an effort to assist in alleviating boxcar shortages, particularly 
those in the Midwest when they occur around harvest time and need is great 

It is, therefore, for these reasons that I have been watching carefully the 
developments on legislation before your committee, specifically S. 2770. In my 
opinion, the basic objectives of this proposed legislation are sound, and I am 
pleased that your committee has it under consideration. In this connection, I 
should like to bring to the attention of the members of your committee two 
telegrams I have recently received, and I ask that they be incorporated in the 
record of your subcommittee’s hearings. 

I just wish to add that I hope your committee will be disposed to favorably 
consider legislation along these lines within the immediate future In my 
opinion, legislation of this character is desirable, and I view it as a step in the 
direction of assuring an adequate supply of boxcars to those areas of the country 
where there is a real and positive need for them. 

Sincerely yours, 
Epwarkp J. Tnye, United States Senato 








974 AMENDING INTERSTATE COMMERCE ACT 


md 


Mi EAPOLIS, MINN, Jfay 8, J 
Ho pWARD J. TH 


Understand Senate Committee on Interstate Commerce is hearing statem« 


representative of Burlington Ra ond recommending amendment to S. 2770 
tl ! t ’ your northwestern railroads. Fate of this bill 
etermine whether or not our area gets a square deal on boxear distribut 
he ‘ heck with Se or Magnuson and see what can be done to get this 
ft « ee nl por Adiv ise 


Ben C. McCapnt 


MINNEAPOLIS, MINN., Alay 11, 195 
Hon. Enywarp J. Tuy 
Senate Office Building 


Washington, D.C 


Due to experiences with boxcar shortages past 2 years members this associ 
ion Who operate country grain elevators Minnesota, Montana, North Dakota, a 
South Dakota urge your favorable consideration of Senate bill S. 2770 as amen 
by request northwest railroads. If cars owned by our railroads are returned 
use here car shortages for grains will be alleviated. If eastern railroads dor 
want to use foreign boxcars at compensatory daily rental rates they should | 
their own 


1 
I 


NORTHWEST CoUNTRY ELEVATOR ASSOCIATION, 
H. O. FrANk, President. 


FARMERS CO-OPERATIVE ELEVATOR Co., 
Vonterey, WV dbde., ipril Ir. 19 
penator M AGNUSON, 
United States Ne nate, Washington D (' 


We urge passage of Senate bill 2770, which has for its purpose corre 
the critical boxcar situation 
Your help will be appreciated 
Yours truly, 


Orro ISLer, Wa? 


MINNEAPOLIS, MINN., May 117, 1 
Hon. JAMES IE. MURRAY, 
Senate Office Building, Washington, D. C.: 

Due to experiences with boxcar shortages past 2 years members of this ass 
ciation who operate country grain elevators in Minnesota, Montana, North Dakot 
and South Dakota urge your favorable consideration of Senate bill S. 2770, 
amended by request northwest railroads. If cars owned by our railroads at 
returned for use here car shortages for grains will be alleviated. If easte 
railroads don’t want to use foreign boxcars at compensatory daily rental rate 
they should buy their own 

NORTITWEST COUNTRY ELEVATOR ASSOCIATION, 
H. O. FRANK, President. 


GREAT Fauis, Monv., Jlay 15, 1956 
Hon. JAMES Kk. MURRAY, 
Senate Office Building, Washington, D. C.: 
We would appreciate your support on Senate bill S. 2770 as amended. W 
have much grain to move before next harvest and are confronted with car 
MONTANA ELEVATOR CoO., 
Rost. Huss. 
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Senator MAGNUSO 


United States Senate 


We urge the | ige of S« ite b iO wl h ] . 
ting of cri al box s 
ie ) ARN ( ) 
RoW. ScH / 
I 
Hd senaro \I N 3 
United f S ! 5} ey. € 
We ure. passage ot Sor TO \ } } .: 
e critical be i ithe 
It It 
| v. My 
Senator MAG ON 
United States Senate. Was ngton, D, ¢ 
We urge the passnge of Ne { ll 2770 w is f 
e critical box . l W 
| ' 
Mayo K 
Senator MAGNUSON, 
United States Ne nate, Washington, D. ¢ 
Force passage of Senate bill 2770, purpose is correctic 
situation. 
WrRrock 
WM. Br 
Wit, \ 
Senator MAGNUSON, 
United States Senate, Washington, D. ¢ 
Please urge passage of Senate bill 2770 which has fi it 


e critical boxcar situation 


WORTHINGTON, MIN 


Senator MAGNUSON, 
United States Senate, Washington, D. C.: 


We urge passage of Senate bill 2770 which has for its pi 


ritical boxcar situation. 


GREAT FALLS, M 
Hon. JAMES FE. Murray, 
Senator from Montana, Senate Building, Washington, I 


We strongly urge your support to Senate bill 2770. The 


per diem rental for our western boxcars is long overdue 
great extent the periodical shortages we experience due 
roads cannot get their boxcars back on their own lines. 
(TRE! 
M 


MERS EXLEVAT 
Vanager 
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SPOKANE, WASH., May 17, 195¢ 
Senutor WARREN MAGNUSON, 
Senate Office Building, Washington, D.C 

Boxear shortages for loading grain are already being reported. Experie: 
for past several years makes us believe it will get worse. Therefore, we w 
your favorable consideration of S. 2770 as amended by request northwest r; 
rouds. Railroads serving this area have deficient cars to handle their busin 
if they can get other railroads to return them. 8S. 2770 should accomplish t! 
and also induce sufficient roads to build more cars which we need to handle | 

Nation’s business and as a national defense measure. 

PETE STALLCOP, 

Erecutive Secretary, Northwest Grain Growers Co-o} 


(Senator Neuberger received the same telegram. ) 


MINNEAPOLIS, MINN., May 31, 195 
Iion. JAMES E. Murray, 
Senate Office Building, Washington, D.C.: 

To help out in avoiding future grain boxcar shortages please work to g 
Senate bill 2770 or its substitute out of committee and passed. Passage 
such bill can mean millions of dollars of added income to Northwest farmers 
Please urge other Senators to act favorably on the passage of the bill. 

PEAVEY ELEVATORS GRAIN EXCHANG! 
L. J. CarRLin, General Manager 


MINNEAPOLIS, MINN., June 1, 195+ 
Hon. JAMES E. MurrRAy, 
Senate Office Building, Washington, D.C.: 

In view of the terrific difficulties created by car shortage as well as hea 
added costs to elevator operators and farmers themselves it is important tl 
Senate bill 2770 or its proposed substitute be given every consideration. W: 
will appreciate special work on your part to get the bill passed in order to hel; 
eliminate the discrimination which our Central States seem to be up aaginst 
in national car distribution. We feel this bill will go far in remedying the situu 
tion. Thanks in advace for your efforts. 

OccIDENT ELEVATOR, 
T. J. Beaas, General Manage 


Hart & VEAZIE, 
Portland, Oreg., May 25, 195+ 
Mr. FRANK BARTON, 
Chief Clerk, Conmittce on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C. 

DeAR FRANK: Many thanks for the thoughtful consideration you accorded 
me and my associates during our recent visits to Washington in connection wi 
S$. 2770 and ICC Service Order 910. 

Regarding service order 910 there is little news to report. The three-judg 
court has taken under advisement a lawsuit regarding the legality of the order 
There is no indication as to when its decision might be expected. 

Enclosed are copies of letters dated May 17 and May 24 to Commissioner 
Owen Clarke. If the record of the hearing on the freight car shortage is not ; 
yet closed, it will be appreciated if these letters could be inserted in the record 
in conjunction with my testimony. 

Sincerely yours, 
LEONARD B. NETZORG, 
Special Counsel 
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HART & VEAZIE, 
Portland 5, Oreg., May 17, 1956. 
Hlon. OWEN CLARKE, 
Commissioner, Interstate Commerce Commission, 
Washington 25, D.C. 


DEAR COMMISSIONER CLARKE: It is my recollection that on May 8 during the 
course of the testimony on Service Order 910 before the Subcommittee on Freight 
Car Shortage of the Senate Committee on Interstate and Foreign Commerce, you 
alluded to a number of interpretations of the order said to have been made by the 
Interstate Commerce Commission. In my subsequent testimony on the same day, 
| indicated to the subcommittee that I was unaware of the publication of any 
such interpretations, 

It would be appreciated if you could furnish me with, or inform me where I may 
conveniently find, authoritative copies of all interpretations of service order 910 
made by the Commission. In order that my records may be complete, it would be 
helpful to have the date upon which the interpretation was originally issued and 
a statement of the form in which it was issued. 

In order that the subecommittee’s records also may be complete in this regard, I 
am forwarding to it a copy of this letter. You may wish, therefore, to do the 
same with your reply. 

Sincerely yours, 
LEONARD B. NetzorG, Special Counsel. 


Hart & VEAZIE, 
Portland 5, Oreg., May 24, 1956. 
Hlon. OWEN CLARKE, 
Commissioner, Interstate Commerce Commission, 
Washington 25, D.C. 

DEAR COMMISSIONER CLARKE: There has been called to my attention a copy of 
lraffic World for May 12, 1956, which on page 30 contains a report of a press con- 
ference you are said to have held on May 8 regarding service order No. 910. 

If the report is accurate in substance, it indicates that the Commission had 
contempiated the issuance of such an order for at least an entire year. It may be 

ssumed for the moment that the ICC has the legal power to issue such an order 
vithout a hearing when there is an emergeney. It may also be assumed for the 
noment that an emergency existed when the order was issued. The question 
[ raise is not one of naked legal power. 

I raise the question of fair dealing by the Federal Government with its own 
citizens. I raise the question of whether the ICC ought to resort to sharp legal 
practices in order to evade the statutory requirement of consultation with the 
persons whom it rules economically through its service orders. I raise the ques- 
tion of whether it is consistent with the philosophy underlying our form of govern- 
ment for a Federal bureau deliberately to chart such a course of action as will 
enable it to issue, with neither prior notice nor any hearing, rules governing the 
conduct of the Nation’s business. 

Perhaps you will recall that the restraints on Federal agency action imposed by 
the Federal Register Act stemmed from the actions of various bureaus in insisting 
ipon their former legal right to issue regulations with whatever type of publica- 
tion seemed convenient to them. The fact that the agencies acted within their 
legal rights did not dissuade the public and ultimately the Congress from viewing 
such ageney action with distaste. The Federal Register Act eventuated. 

Again, perhaps you recall some of the history of the Administrative Procedure 
Act. As initially passed by Congress, it was vetoed. Concurrently with the veto, 
the President urged the Federal agencies to guard against excesses in their 
conduct, however legal such conduct might be. The agencies, nevertheless, in- 
sisted upon the exercise of their full legal rights. In due course, Congress acted 
isain and the restraints of the Administrative Procedure Act were imposed. 

I do not allude to this history for the purpose of suggesting that the ICC is 
or is not subject to the Federal Register Act or the Administrative Procedure 
\ct. I cite this relatively recent history to demonstrate that bureau action, 

ven when legal, can affront the public sense of decency and fair play. 

In the case of service order 910, a procedure was followed which was needlessly 
lisruptive and harsh. During the hearing before the Senate subcommittee, you 

rotested that an ICC hearing in Oregon on the matter was impractical because 
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many commodities are affected by the order and hearings could not be held : 
over the countrys Yet in the report of your press conference, you Stated tha 
shippers of other commodities have accepted the order without protest. W1 
then, cannot the ICC hold a bearing where the sole protests originate in ords 
to learn whether the order is as wise in its actual application to the wester 
lumber business as it seems to be in theory in the District of Columbia 7 

You are reported to have said, also, that a hearing would ruin the Commissio 
service orders A hearing would not ruin the Commission’s serVice orders, It 
would ruin nothing. After all, why would Congress have limited the authorit 
to issue service orders without hearings to conditions of emergency? Apparent 
Congress must have contemplated that hearings would be held on some sery 
orders. And in the case of service order 910, as you have so candidly stated, thy 
Commission considered the issuance of the order for many months prior to the 
beginning of this year’s emergency. It is difficult to perceive how service ord 
could be ruined by hearings held prior to the start of an anticipated, annually 
recurring emergency. 

More, 8 weeks have elapsed since service order 910 was issued. It is still n 
enforcible. Again, it is difficult to perceive how a hearing held during th 
interlude could have ruined service orders. 

As I remarked in my testimony on May 8, the Federal judiciary has authority 
in appropriate circumstances to enforce orders issued without a hearing. Yet 
regardless of the degree of emergency, even these judicial orders must by law be 
followed almost immediately by a hearing at which those persons governed by 
the order may appear and be heard. The rule does not stem from any lack of 
public confidence in Federal judges. It stems from the public sense of fair dea 
ing Which has been distilled from centuries of hard experience. 

Basically, many thoughtful persons are disturbed that your administrative 
agency willfully elects to use in the issuance of orders, having the force of law 
procedures Which neither the judiciary nor, incidentally, the Congress would 
employ However salutary vou may believe service order 910 to be, and I do not 
suggest that it is either desirable or undesirable in substance, we cannot under 
stand the continued refusal of the Commission to hold the hearing we have 
requested. 

In the context of our historical and fundamental concepts of fair procedure 
and in view of the fact that the only requests for a hearing on service order 910 
have come from the lumber industry, will not the Commission reconsider its 
position and hold in the Pacific Northwest a formal or informal public hearing 
at which interested and knowledgeable persons affected by the order may discuss 
its wisdom with you or your representative ? 

Sincerely yours, 
LEONARD B. Netzora, Special Counsel 





























